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CZECHOSLOVAKIA 


HARVEST SLOWED DOWN BY WEATHER, MACHINFRY FAILURES 
Prague ZEMEDELSKE NOVINY in Czech 2 Aug 79 p 5 
[Article by Karel Bures: "Common Interest"™] 


[Text] The month of August is beginning and many harvest schedules were 
counting on a larger portion of grain in the granar‘es by now than we 
actually have there. The development of weather has been--for the time 
being--sufficiently unfavorable to cause the agronomists to record time 
losses even in southern regions of Slovakia and Moravia. The harvest 
staffs and the combine drivers are daily looking for the most suitable 
areas to be harvested also in the Central Slovakia Kraj, according to 

recent information. As a consequence, they have successfully insured for 
post-harvest processing and granaries the yield from approximately 

44,000 hectares, i.e., about one-third of this year's total area. Presently, 
about one-fifth of the crop is harvested in the South Moravia okreses, 
while the North Bohemians have succeeded in harvesting about 6,000 hectares. 
The situation in other regions is comparable. Additionally, the recent 
rains have been unpleasant, having permitted the combine drivers to work 

for only a few hours a day in many locations, We admit, on the other hand, 
that slower ripening process improves the quality of grain. It is 
characterized by a higher glutan content in the wheat, and consequently, 

the mills will have good material at their disposal. 


The increased difficulties of the harvest are certainly well counterbalanced 
this way, but the current development of the harvest also reveals some 
absolutely unnecessary difficulties. An example from the North Bohemia Kraj 
will serve as an illustration: The fact that the North Bohemians have not 
yet succeeded in repairing more than 30 combine-harvesters is not the only 
reason for anxiety. The kraj harvesting commission issued an exceptionally 
unpleasant statement according to which 44 combine-harvesters broke down 
after having harvested roughly 6,000 hectares. Many held up for only 
several hectares. A hasty evaluation of this situation could lead to the 
following statement: “ere you see the repairmen!" Despite the fact that 
we cannot and do not want to maintain that all repairmen are "angels" and 
that they turned in flawless work, we still believe that the main reason 
lies elsewhere. It lies in many vears of lack of some spare parts. This 

is verified above any arguments by the fact that more than those 30 combine- 
harvesters are still waiting for necessary spare parts. 
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This is the North Bohemian situation. However, its analogy could be 
described by the farm mechanics from many regions. Taking into account the 
high exactingness of this year's harvest, multiplied by the lodging rate of 
some not excessively grown stands since the recent rains, the situation 
calls for fast and consistent measures. The weather development indicates 
that this year's harvest will be shorter than originally anticipated. The 
difference already represents 7 or even 10 days. This means that at the 
very climax of the harvest, which will come fast with the weather's 
improvement, it will be necessary to have absolutely all combine-harvesters 
at our disposal. 


It also means that the whole staff of the commercial technological services 
of the Central Enterprise of Agricultural Equipment, the mechanics and 
repairmen of the agricultural enterprises as well as of tractor stations 

are facing an increased challenge, The requirement for increased initiative 
in renovation and production of lacking spare parts by the industrial 
enterprises’ customers is once more justified. But this is not everything. 
Literally, no spare part should be overlooked by the organizers, be it in 

the commercial organizations’ warehouses, State Tractor Stations, cooperative 
groupings, cooperatives, or state farms. It is in our common interest to 
give this harvest a fast and economic rate of development. 
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1979 MODIFICATION OF FINANCIAL REGULATORS DISCUSSED 


budapest MAGYAR EPITOIPAR in Hungarian No 4, Apr 79 pp 200-201 


sags Zoltan Ando: "The Modification of the Financial Regulators 
or 


([Text] Establishment of the national economic tasks for 1979 began with 
an analysis of the previous rate of achievement of the economic and poli- 
tical goals of the fifth five-year plan. In this respect production and 
the national income increased at nearly the planned amounts, the effi- 
ciency of production improved and labor productivity rose. Meanwhile our 
efforts to improve the national economic balance did not lead to satisfac- 
tory results. The fundamental causes of this were, on the one hand, the 
fact that foreign economic relations took a more unfavorable turn than 
planned and, on the other hand, the fact that domestic consumption, inclu- 
ding mainly stockpiling and investments, grew more rapidly than planned. 


Consequently the 1979 plan designates redoubled efforts to improve the 
balance as its basic task. By means of regulations applying to the tempo 
of production, the level of domestic consumption and its organization, 

it persistently reinforces the principle that domestic consumption can 
only increase at a rate slightly slower than the national income. 


In the interests of enhancing the effectiveness of moderating domestic 
consumption and improving the balance, individual elements of the econo- 
mic and financial regulators were subjected to modification. These revi- 
sions of the regulators will not only exert their effects in 1979, but 
must be continuously reinforced by us in future years. 


Relatively strict production price measures were enacted in 1979. Within 
the scope of the centralized price system the producers’ prices of hot 
rolled, seamless gaspipe,longitudinally welded rolled steel pipe, soft 
PVC [polyvinyl chloride] foil, firm PVC pipe, tinplated sheets and other 
items obtained through imports were raised on 1 January 1979. The 
producers’ prices of some construction industry products (drawn plate- 
glass, slaked lime, calcium hydrate, roofing material, graded pit ballast, 
forme and delivery tubes, toiletbowls and sinks, wooden door frames, and 
surface-finished and French windows of quality) increased to a slighter 


degree. 




















The 1979 price measures increase the production expenses of the contract- 
ing construction industry, and thus bring price increases with them into 
the construction industry. As a result of the mentioned changes in the 
prices of materials for producers, the increased proportion of modern 
technology and other market price influences, prices in the construction 
industry are rising an average of 2-3 percent. The changes in the price 
level are affecting the price level of various kinds of structures and 

of construction technology to an almost identical extent. 


According to the price regulation statutes valid in the construction 
industry, contracts signed after 1 January will bear the brunt of the 
direct price increases for materials automatically in the construc’” ~ 
prices. On the basis of contracts concluded before 1 January 1%. 
temporary jobs in progress, the contractors can adjust the additio._ 
expense of the material price changes with price margin indicators 
granted by the price authorities for the particular kind of work, or can 
pass them on. 


At the same time the increase in the construction industry price level 
does not provide complete coverage of every rise in producers’ expenses. 
When the construction contract fee is not changed in the unit price, the 
increase in indirect expenses can only be compensated for by the enter- 
prises if they can assure a reduction in their overhead through thrifty 
management and increased efficiency. 


The modification of the income regulators also intensifies the incentive 
to increase the effectiveness of enterprise management, logical thrifti- 
ness and efficient consumption of available production elements. in this 
area the quota of compulsory reserve bases rose from 15 percent to 

25 percent for the purpose of reducing enterprise development resources 
and strengthening interest in defraying risks, so that this quota had to 
be given consideration in using profits as early as 1978. in addition 
the general profit rate increased 4 percent on 1 January 1979,s0 that the 
enterprises must pay 40 percent of their profits instead of the previous 
3%6 percent as a profit tax. 


In 1979 there is also further reinforcement of the process which, while 
deviating from the general normative regulators, prescribes the curtail- 
ment of various supports and benefits connected with production and signi- 
ficant reduction in their amounts, and will fiaslly prescribe an end to 
them. However, the enterprises cannot count on gaking up for incidental 
losses caused by the changed economic conditions through state supports 
and benefits or compensate for any effects by means of supplementary 


adjustments. 


The enterprises must conform to the modified conditions and, adjusted to 
the changed regulators, must assure that they can raise their profits to 
a satisfactory degree, in spite of a reduced rate of increase in produc- 
tivity, by raising the efficiency and economy of their activity and by 
repressing their uneconomical activity. Only the enterprises adjusting 


























well to the more severe demands and operating successfully will have a 
possibility of increasing their activity in the future. 


Strengthening the general normative regulations, raising the quota of the 
compulsory reserve base, and increasing the general profitability help 
regulate developmental buying power. As a result of this regulation, 

the enterprise developmental resources are at least moderated. In this 
regard the enterprises must cor’ .ve with a cautious developmental policy 
based on the changed financi:.« possibilities. Their developmenta) 
decisions must avoid acceptance of responsibility exceeding their own 
resources and promised outside resources, and must give due regard to 
possibie outstanding payment obligations and the need to replenish their 
working capital. 


They must rely on the fact that the credit policy has been revised within 
the financial regulations and that the influential role of the credit 
regulation enhances enterprise management (development, continuing produc- 
tion and sales) through financing. The credit conditions for investment 
have at least been tightened. Along with these things, investment credit, 
with the intensified requirements and the use of selection, supports 
effectiw «terprise development and helps speed up the transforwation 

of assortmeuts of products. 





Especially by economizing on imported materials, increasing the efficiency 
of enterprise inventory management is of special importance from the 
standpoint of implementing the measures aimed at moderating internal 
consumption. In accord with this the 1979 credit policy directives 

help to lessen the rate of stockpiling through the strict exercise of 
credit in the area of financing working capital. 


Strictness in granting working capital credit serves the purpose of 
having the enterprises prescribe improvement in inventory management 
when working out the program of their production tasks to a justifiable 
extent, needed in accord with the increasing rate of activity. At the 
very least the 1979 production increase directives can justify a mode- 
rated expansion of stock on hand. As a result of the strictness injected 
into working capital financing brought about by the increase in fixed 
assets, the enterprises must count on a direct obligation to replenish 
their direct working capital in 1979 at a greater proportion than in 


the past. 


The enterprises will have to count on the fact that they will be forced 
to completely finance from their developmental bases any increase in 
inventory exceeding a justifiable amount, expressed in an unfavorable 
development of turnover rate. At the same time the credit policy guide- 
lines also express the idea that credit cannot be granted to tie up 
fixed working capital, for excessive inventory, for production perma- 
nently assigned to storage because of qualitative problems or sales 
difficulties, or for any production calling for unjustified foreign 


exchange. 
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In view of the improvement in the effectiveness of working capital 
management, enterprise management must be in the fore, because other- 
wise the burdens of the diminishing developmental base may be signifi- 
cantly increased. This is rends’:¢ possible, on the basis of examina- 
tion of the development of the »s:i¢ial inventory, by a series of 
measures to be carried out, hindering unjustified stockpiling. To a 
large extent inventory formation can be affected by t..e rate at which 
Structures are completed, which can prevent an unjustified increase in 
unfinished construction. 





As can be seen from what has been stated above, the 1979 modifications 

in the financial regulators mean stricter mgaaagement conditions for the 
enterprises. The more difficult conditieos call on the enterprises to 
Strengthen the incentive for more effective anagement. Consequently 
those enterprises, which can compensate fo, sie effects of the regulators 
by reducing production expenses, by economwi< miioment, by more concen- 
trated use of production elements and by redu:i.g construction time, will 
be able to develop in 4 suitable manner. 
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HUNGARY 


MA JAI CALLS POR RATIONAL ECONOMY, EFFICIENT MANACEMENT 
Buapest FICYELO in Hungarian Wo 26, 27 Jun 79 pp 1,3 


[Article by Deputy Premier Jozsef Marjai: “Rational Economy--Efficient 
Management "* } 


[Text] This year the focus of discussions at the 18th Itinerary “ongress of 
Economists centers on the question of the efficiency of our econom.~ policy, 
economic regulations and enterprise management. The concepts introduced in 
the topic's title already make one think, since put together this way they 
express the unity which these economic concepts must indeed represent under 
socialist social conditions. It is only logical for a realistic and forward- 
looking economic policy which takes into account our economic potential and 
conditions and the economic environment to include, as its organic part, a 
similarly realistic economic regulation, a store of instruments aimed at the 
realization of our assigned goals created by direct and indirect methods, 
which represent a bridge between the aims of our economic policy and the 
enterprises and cooperatives. 


The December 1978 session of our party's Central Committee reviewed the 
resolutions of the llth MSZMP Congress and the implementation of the October 
1977 resolutions of the Central Committee. It has found that the tensions 
which have existed for a number >f years now are not disappearing as rapidly 
as they ought to. Strong enough economic pressure for economic action which 
would bring about a qualitative change, for a multifaceted development of 
international competitiveness, for economyminded, rational management in all 
areas of production and consumption has sti’l not built up. The initial re- 
sults of the measures implemented following the December CC resolution, 
however, have already begun to show during the past 5 months: the harmony 
between production and consumption has improved, in some places we can see 
a shift taking place in a more rational direction in manpower management, 
and the initial signs of the favorable changes which have occured in the 
product structure have also begun to manifest themselves. 


Unfortunately, the especially adverse winter and early summer weather, floods 
and internal water have caused heavy losses in our agricultural productior and 





*Based on the lecture delivered at the 18th Itinerary Congress of Economists. 








this has had a damaging effect on the national economy as a whole as well as 
on our foreign trade balance. LIamconvinced that through broad support and 
cooperation everything will be done to make up for these losses, however, I 
believe that other branches, too, must become involved now in undertaking a 
significant portion of this task which includes having to face the conse- 
quences which the loss of production has had on the equilibrium. 


In the coming years--and also during the Sixth Five-Year Plan period--our 
party and government will place the reestablishment, and subsequently the 
strengthening of the economic balance in the center of its economic policy. 
It is to this goal that we must subordinate the targets of our national 
economic plan, economic guidance and regulations and enterprise activities. 


The fundamental goals and principles of our economic policy will remain un- 
changed. The emergence of new conditions, however, inevitably alters the 
inner relationships among the components of the target system, and simul- 
taneously it defines the ways and means which enables us to advance toward 
our goals. All this significantly alters the everyday practice of management. 
Basically this means that we are going to have to carry out the intensifica- 
tion of our economic development faster than we had envisaged and at a lesser 
cost than we had originally planned. Man's role, his diligence, knowledge, 
organization and discipline is going to be increasingly stressed. 


This is especially important at a time when our investment resources are 
temporarily becoming more limited and when we are forced to spend significant 
amounts of even those resources on expanding our potentials for producing 
energy and raw materials as well as on reducing the gap resulting from falling 
behind in the development of the infrastructure. Through very strict and 
consistent selection we must concentrate our remaining resources on the 
attainment of goals which primarily serve the qualitative characteristics 

of production. 


Our economists have found and justly criticized the fact that until very 
recently this harmony was far from being perfect. Efforts aimed at local 
stabilization were given exaggarated significance at the expense of society's 
interest, but especially to the detriment of economic rationality--what is 
more, they often received political support as well. 


To be sure, efforts aimed at stability by themselves are not harmful. Over- 
doing them and impiementing them at the expense of efficiency, however, does 
entail dangers; among other things, it endangers stability itself. We must 

admit that a certain "double mentality" has evolved among the enterprise and 
branch leadership, what is more, this double mentality can even be observed 

in the form of various compromises and in the enforcement of regulations. 


The enter, rise leadership, while in principle acknowledging the correctness 
and necessity of selectivity, virtually without exception consider themselves 
exempt from that rule. As buyers they expect the best quality, but in their 
capacity as sellers they are not nearly as demanding. When the problems of 
the background industry are in question, they agree and constantly allude to 
them, but when it comes to taking part in developing it, suddenly it is the 
final product which becomes sacred. 











I will illustrate the role of economymindedness by sighting a few of our 
vitally important national economic problems. The product group, which in 
the broader sense is comprised of energy sources, basic materials, semi- 
finished products and parts, represents the most neuralgic area of our 
entire foreign economic balance. 


In the case of a country which is poor in mineral resources, energy and 
material imports are natural phenomena. Similarly natural is the fact that 
our industry does not strive for self-sufficiency in semifinished goods and 
parts production, but rather covers a significant portion of its needs through 
imports. 


However, neither can we neglect to mention the fact that in our country we 

use much more energy to produce one unit of our national income than several 
countries which are richer in energy sources than Hungary, and to make matters 
worse, this ratio--expressed in heat value--has even increased since the oil 
price explosion. 


Furthermore, the fact that the structural material use of our industry and 
construction industry is extremely high cannot be considered a normal 
phenomenon. Our machines are heavy, our mechanisms are oversized and the 
volume of waste and faulty products resulting from processing is also un- 
justified. 


The chemical and machine manufacturing enterprises’ use of convertable- 
currency~cleared, cumulative import materials and parts has more than doubled 
compared to 1966, and light industry is not too far behind them in this 
either. We could use our country's lack of raw materials as an excuse, but 
what explanation can we give after having looked at the facts and figures of 
our food economy? Imports obtained from the convertible-currency belt for 
purposes of intermediate use has increased almost fivefold in the agricul- 
tural sector, and has tripled in the food industrial sector since 1966. We 
are making the use of only a fraction of our capacity for producing 
animal-protein fodder, while we are using significantly greater amounts of 
protein per unit to produce a kilogram of meat then biologically justifiable; 
a laxity or misguidedness by itself which causes a loss of 100 million forints 
per year to our national economy. But the cost of waste resulting from the 
deficiencies which can be found in energetics, in metal working, in the low 
level of organization within our domestic parts cooperation and in the laxity 
of contractual discipline is not any smaller. Yet this changed world which 
we live in does not tolerate waste. In the coming years the foundation of 
the rise of our national economy will have to be established not through 
spectacular increases in producti~n, but rather through presistent and re- 
lentless economymindedness. 





We must save energy and material: we must use means of material incentives 
as well to force ourselves to use them rationally. In our development pro- 
jects, we must by all means give preference to material-and energy-saving 
technologies, and our further development of our production structure, too, 
we must give special consideration to those products, product groups and 
production branches which require less energy and basic materials. 











We must reduce the quantity of uselessly wasted materials and energy: we 
must make maximum use of the waste heat generated in the course of energy 
production and of the various industrial and agricultural byproducts and 
wastes. 


Up until now we have only peripherally and reluctantly dealt with the question 
of energy conservation. One of our recent enterprise surveys gave us a 
shocking picture of the lack of concern and indifference with which a signifi- 
cant portion of our enterprises handle the problem of energy utilization and 
conservation. Radical changes need to be made in this area, primarily in 
our attitudes and actions. 

t 
The moment the world prices exploded the capitalist countries immediately 
took every measure which could be taken at the time and proceeded simul- 
taneously to work out long-term’measures. Several of the advanced Western 
capitalist countries successfully and rapidly overcame the adverse effects 
which they, too, had to face as a result of the price explosion, and what 
is more, after a certain period of time they turned the situation to their 
own advantage. 


According to Western calculations expressed in coking coal, in the more ad- 
vanced Western European countries it takes 0.44 to 1 kilogram to produce a 

$1 increase in the national income. In Hungary it takes 1.72 kilograms. By 
1977 the countries of the Common Market had cut back their actual crude oil 
imports 8-12 percent, whereas Hungary, during the same period, had increased 
hers 39 percent. 


It is also a big mistake that our primary use of hydrocarbons is for burning. 

I believe that we cannot, even with the greatest optimism, expect an increase 
in the rate of efficiency in the Hungarian national economy which could prevent 
the continuous regeneration of exchange ratio losses and improve our situation 
in case no revolutionary changes take place in our energy and material utiliza- 
tion, and if we do not start using a significantly greater portion of our 
hydrocarbons for further processing and only a smaller and diminishing part 

of them as energy sources. The time has come to prepare an all-encompassing, 
complex energy program which would compel every sphere of our country to take 
action, and mobilize our entire society to fulfill its goals. We can even 
consider this as a great national program. 


We must think through thoroughly--on the level of national economic planning 
as well as on the enterprise scale--how we could expand, and do so significantly, 
our support industry producing our semifinished products, parts and component 
units, and how we could do it in a way so that it could both replace imports 
and simultaneously be capable of exports as well, therefore in essence, so 
that it could produce the foreign-exchange reserve necessary to cover our 
intermediate import needs. We must do everything in our power to make the 
coordinated and multifaceted growth of the parts and component unit coopera- 
tion one of the main directions in the further development of the division of 
labor which we have established with the fraternal socialist countries. It 
was with this goal in mind that Hungary recently took a significant initiative 
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within the CEMA which received the full support of the member states. Since 
then the appropriate CEMA organs have been exploring the possibilities and 
ways of broadening the parts and component unit cooperation. We hope that 
this will yield some results. Our enterprises must do everything in their 
power to expand imports--among them semifinished product imports--coming 

from the socialist countries. We must conduct thorough market research in 
order to become familiar with actual supplies, to explore import opportunities 
and to establish the conditions for their realization. 


The other key question of our development is how to increase the value of 

our national economic output. We can presume that even given the most 
rational material and energy utilization and an optimally developed support 
industry producing semifinished products our economy will continue to be a 
net importer with respect to this group of products. The reestablishment 

and maintenance of the national economic balance is impossible to imagine 

if the domestically produced value added to the materials and energy is low, 
if the products are of inferior, poor quality, if the quality is inconsistent, 
if our services which go with our exported products are inadequate and poorly 
refined. Our development selectivity will yield little profit if our pro- 
ducts or the commodities of our production branches which enjoy a priority 
Status are found to be just as "light" when measured on the world market 
scale as the ones which we had eliminated. 


At present--measured by world market standards--the production output of the 
Hungarian national economy appears to be insufficient compared to our national 
expenditures. We have no untapped manpower reserves at our disposal, only, 

in general, inefficiently used working time, know-how and action readiness: 
this is our output reserve, this is what we must, in the future, turn into 

a production output and added value which are recognized as fully efficient 

by the world market. This is primarily an organizational and incentive- 
regulatory task, and as long as we have unused potentials we must not try 

to make up for them through over-the-limit spending. Our national energy 
reserves would be doubly wasted if instead of trying to make the most of 

the basic working time we were to try to achieve our goals through increasingly 
larger and more and more inefficiently utilized investments. 


The single, and in view of the present tasks facing us, only acceptable 
way of improving our national economic and enterprise efficiency is through 
an increase in added value per worker which is also recognized in terms of 
world market prices. This, however, cannot be achieved any way but through 
careful, disciplined, well-organized and intelligent work. I would like, 
in connection with discussing the stabilization and standardization of our 
system of regulators, to demonstrate the magnitude of the responsibility 
which falls on the economists. Our party and government does not merely 
expect a harmony of views, it also calls for initiatives aimed at the ful- 
fillment of these goals. We must, in accordance with our economic policy, 
formulate economic regulations at all levels which emphasize balance, based 
on an improvement in national efficiency, as the primary interest of our 
society. 
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We have, for more than 10 years now, been struggling with this complex and 
complicated task. Yet today we still cannot claim that we can effectively 
determine the course of economic processes amidst constantly changing 
economic conditions. 


At the enterprises, the short-term effectiveness of the profit motive often 
clashes with interests which make themselves felt in the longer run, but 
even in the short-run, the intensity of profit-interestedness is lessened 
due to the complicated system of income regulations and financial bridges. 
The stabilization and standardization of the system of regulators was a 
hotly debated issue earlier as well. 


With respect to stabilization, some feel that during the plan period there 
should be no changes made in the system of regulators because that would 
cause the management organs to lose their orientation. In this age, however, 
the economic environment changes at such a rapid pace that beyond a certain 
limit the stabilization of the regulators would be more likely to cause dis- 
orientation than to provide security. We must, therefore, reevaluate the 
requirements of stabilization. We must learn how to formulate a system of 
regulators which adjusts and actively reacts to changing conditions. 


We are facing a similar dilemma regarding standardization. I do not need 

to discuss the undisputable advantages of standardized regulations. But 

we must realize that the Hungarian national economy, like every modern 
economy, is rather heterogeneous: it is one where large and small enterprises, 
dynamic sectors and those which have lost their momentum of development and 
production activities which, depending on their nature, are "attuned" to 
short- or long-term objectives coexist side by side. A mechanical standardi- 
zation of the regulators may be just as disorienting as if we tried to run 
every single process individually. As a general guiding principle we can 
state that in regulating reproduction tasks we shouJd strive for standardi- 
zation, but before making decisions which by themselves, too, are strongly 
influential and far-reaching we should examine the method of regulation to 

be used on a case-by-case basis and in such a way so as to consistently 
enhance the fulfillment of the requirements in all areas. 


Looking at the past decade we find that when examining some of the tools of 
economic regulation, in some cases we were defining their laws of movement 
and effect mechenisms separately from each other. Today it is already clear 
that economic regulations are nothing more than a complex system of our 
society's value judgments, within which the individual tools may only have 

a relative freedom of movement, while their effects always manifest them- 
selves in a complex manner. 


The price system has probably been most often and most severely criticized. 
The proportions of production and consumer prices reflect neither cost dif- 
ferences nor the value judgment of the international market which makes 
clearsightedness and efficient management difficult. 








We don't need to demonstrate the kind of losses which may result when there 
is virtually no one who would know what it costs our society to produce a 
given product. Prices must meet various requirements: they must simul- 
taneously express the cost and value-judgment relationships of the Hungarian 
economy and those of the world economy, the orientation of the enterprise and 
the priorities of the national economy. When prices no longer meet these 
requirements it is time to review our price system, and--and I stress--—do 

so within the framework of our complex regulatory systen. 


One of the most important requirements in connection with this is to be 

able to correctly and interpretively monitor the value judgment of the 
external market. Being a structurally open economy we cannot afford to 

have our internal set of values lose touch with those of the world market 
which, more and more strictly each year, evaluates some 4/10 of our national 
work output. It is for this reason that we have decided to give the in- 
fluences of the foreign economic environment a greater role in the future 

in determining our price proportions. Of course the price system cannot 
fulfill this function by itself, since its effects may be offset by a number 
of other regulators: withdrawals, subsidies, income policy and so on. 

The modificiation of the price system, therefore, inevitably requires the 
reevaiuation of the entire chain of regulators. 





Let us take the rate of exchange, for example. It is well known, that we 
have a fundamental interest in expanding our convertible foreign-exchange 
revenues, that is, in curbing the growth of our expenditures, in sustituting 
socialist imports for capitalist imports and in saving import materials. 


We must think over thoroughly and examine closely how we can build a complex 
system of regulators which will have, as one of its elements, a correctly 
orienting rate-of-exchange policy. The modification of prices and exchange 
rates must lead to a simplification and a drop in the importance of the 
system of various subsidies and withdrawals. 


It is well known that we are faced with the task of an across-the-board 
modification of production prices. In several of its resolutions our party 
has made it clear that in connection with this, consumer prices would also 
have to be adjusted. We expect consumer prices to encourage more rational 
consumption, a reduction of waste, and simultaneously--together with other 
measures--greater accomplishments in production. 


In the past few months, our government has taken several steps to encourage 
greater improvements in enterprise efficiency. They have piaced the enter- 
prises under obligation to explore their sources of waste and to work out 
programs for their eliminatio™. Foundation-lacking, deficit-showing and 
financially troubled enterprises must review their management, their de- 
velopment-related decisions and the possibilities of rephasing them and of 
cutting back surplus inventories. 


In the future, the material resources of the collective will only be able to 
support useful activities, performed for the benefit of society: only 
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quality performance can be rewarded. This will differentiate between ir- 
dividuals as well as enterprises, but it will do so justly and pointing 
ahead. We must create an atmosphere in the entire country, but also within 
the individual enterprises, which will make people become aware of the in- 
creased role and esteem of the quality of work, and which clarifies the 
considerations behind differentiation. We must encourage this and create 
a favorable environment for it. Our aim is to see to it, that the enter- 
prises equally responsibly accept the advantages and drawbacks of an under- 
taking. 


In the 1979 plan, we have estimated a more modest rise in the standard of 
living. Our party and government is aware of the problems which stem from 
this, but it is also aware of the fact that our people understand that our 
efforts aimed at reestablishing the economic balance demand additional work 
from the individual as well. It would be naive to believe that we can consume 
more than we produce for an extended period of time. This may lead to 
economic and social destabilization and to a significant drop in the standard 
of living. It is also clear that the tensions resulting from an increase in 
prices can only be diffused through more intensive and more efficient pro- 
ductive work. We are not giving up on raising the standard cf living, but 
we consider it essential to give it a sound economic foundation, and we 
cannot undertake anything in advance which could result in a further de- 
terioration of the economic balance. The maintenance of the level of con- 
sumption attained until now will not be impossible for everyone: society, 
however, demands proportional work performance in exchange. 


9379 
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1979 GOALS, ECONOMIC TASKS OF CONSTRUCTION INDUSTRY VIEWED 
Budapest MAGYAR EPITOIPAR in Hungarian No 4, Apr 79 pp 193-195 


[Article by Dr Jozsef Kadar, deputy minister, Ministry of Construction and 
Urban Development: "Main 1979 Goals and Economic Tasks of the Construction 
Industry for 1979") 


[Text] The main requirement of the 1979 annual economic plan is for a 
definite advance in the quality characteristics of economic development. The 
rate and ratios of economic growth, the possibilities of distribution and 
consumption, the living standard and political goals must be subordinated 

to improvement of the economic equilibriun. 


The construction industry must adjust to the economic policy being rea: ‘zed 
over the long term and places main emphasis not on the highest attainab:c« 
rate of growth in economic development but, along with a decline in the 
growth rate, regards structural changes as basic. 


Accordingly, the most important branch policy goals for 1979 are the 
following: 


Despite a more moderate level of production growth--supporting the primary 
goals of the economy--it is of basic importance to protect «he producer 
capability of the construction industry and achieve a flex\ble adjustment 

to demand. At the center of this management must stand a cuslity improvement 
in cost management and increased productivity. We must save on material 

and energy. The most important factor in profit growth is specific 

material utilization and reduction of inventories. The exploitation of 

fixed and circulating assets tied down in production must be improved. 

Work organization, contractual discipline, and cooperation capability must 
also be bettered. We must intensify the concentration of construction jobs. 


We must increase efficiency with technical and technological development, 
with incentive based on achievement requirements, with the further broadening 
of the application of continuous and multi-shift production, with the 
improvement of work discipline and personnel and wage management, and with 
quality wage computation. We must improve the planned nature of construction 
with the development of management and guidance. 
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It remains a central task to carry out large investments, investments designed 
to expand the convertible export goods base, and complex housing projects. 
We must devote greater attention to realizing social and health investments. 


The production structure must be modernized in such a way that it will meet 
the scope, composition and area distribution of the construction demands 
called for in the economic plan. We must begin modification of the production 
structure in such a way that it will benefit maintenance construction. 


The most important goals of the construction industry are the following: 


Building-fitting growth of implementation industry 1.5 percent 
Growth of social vroducts 1.7 percent 
Number of apartmen.s for delivery 90,000 

of these, from state resources 1,000 


31, 
Total personnel change 4.0 
Average wage increase 5.1 percent 
Improvement in profitability 0.9 
Investment in the construction industry 
branch (at current prices) 6.9 billion forints 


The structure of building demands in the plan is being transformed. The 
small rate of growth in investments and the decline in the building ratio 
have brought it about that the investment tasks will not surpass those of 
the past year. Thus within total construction achievement the ratio of 
investment construction will decline by 2 percent, while maintenance 
construction will rise. 


The 1979 goal for large state investments is about 30 billion forints, which 
will provide possibilities for continuation of developments already underway 
as well as for preparing and planning investments. Construction makes up 
about 12 billion forints of the goal. Import capacities operating for large 
investments will decline in 1979 and become negligible in extent. Thus the 
domestic housing construction task (at current prices) will increase by 
about 4 percent. The increase will affect organizations of the Ministry 

of Construction and Urban Development and of the Ministry of Transportation 
and Postal Affairs. Fifty-nine percent of the large investment construction 
tasks must be realized by construction industry organizations under the 
Ministry of Construction and Urban Development, 21 percent under the 
Ministry of Heavy Industry, while 13 percent must be realized by organiza- 
tions whose main (house) activity is not of a construction industry nature. 


Resources for large investments must be concentrated on investments to 

be completed in 1979, on the continuation at an adequate rate of investments 
to be delivered in 1980, and on the building of the Paks Atom Power Works 
among those to be completed after 1980. 


The large investments are placing increasingly greater and more complicated 
tasks on the participants in the realization of the projects. The construction 
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task per investment is increasing by 27 percent. The tasks are significantly 
concentrated. Thus for the sake of more organized and economic building, 

the construction industry organizations must increase their capability and 
their readiness for cooperation. They must strive to improve and broaden 
cooperation with the organs interested in the realization of the project 

and strengthen contractual discipline. 


In the plan year we must provide for the planned carrying out of 35 large 
investments already underway. About 40 percent of the tasks are concentrated 
on the construction of the Paks Atom Power Works and on the Metro. There 
are nine large investments planned for completion. The total building 

tasks for these jobs comes to 0.5 billion forints. 


The 1979 economic plan does not call for starting any large investments. 


The economic plan calls for the completion of 90,000 apartments in 1979. 

This task is 3,000 below the achievement exp-cted for 1978. The number of 
apartments built from state resources comes to 30,500 to 31,000, and this 

is 34.4 percent of total housing, or the same as in 1978. A total of 59,000 
apartments is being built in the framework of private construction, which 

is 65.6 percent of the total goal. The number of family houses is moderating. 
Organizations belonging to the construction industry branch must build 47,500 
to 48,000 apartments. 


Within maintenance construction, the primary task is the satisfaction of 
apartment maintenance tasks, and increased maintenance activity on health 
community buildings. In these works, the task growth exceeds the average. 
The cooperative construction industry must also expand apartment house 
maintenance activity so that there will be an improvement in profitability 
and an increase in production efficiency. 


The development of specialized capacities continues to be a goal in the 
area of construction industry repair-maintenance service. We must continue 
to broaden the activity of the base organizations engaged in construction 
industry repair-maintenance, and the building up of the area network. 


Production growth must adjust to the modification in the composition of 
construction demands in such a way that the tasks will be performed by 
organizations equipped for that purpose. By surpassing the average, the 
central construction industry, including the organizations under the 
Ministry of Construction and Urban Development, must continue to increase 
production. 


The following are the production goals, by sector, for 1979: 
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Designations Volume Index 


1979/1978 

Ministry of Construction and Urban Development 102.5 
Ministry of Transportation and Postal Affairs 101.0 
Other portfolios 101.0 

of these: National Water Bureau 100.8 
Councils 101.0 
State Construction Industry 102.0 
Construction industry cooperatives 98.0 
TSZ [Producer Cooperative] joint enterprises 98.0 
Building Implementation Industry 101.5 
Nonbuilding industrial organizations 95.7 
Socialist Construction Industry 99.7 
Private construction 102.9 
National Building and Fitting 101.0 


Besides a more mode/‘ate rate of production growth, the productivity of live 
work must be increased by close to 4 percent. The possibilities for increasing 
productivity are differentiated according to the construction tasks, the 
technical preparation, and the realistically attainable organizational 
level. In addition to ali this, however, the goals can be realized if we 
make significant advances in the spatial and temporal concentration of 
production and if cooperation and the willingness for collaboration improve 
worthily. Our development must reach a level where we can operate our 
modern construction techniques with the expected efficiency, if we improve 
the quality of our construction works and if we achieve greater results in 
improving the rate of production. 


Moderation in the production growth of the construction industry will put new 
requirements on manpower management. Personnel regrouping within the 
enterprise will increase as well as the importance of manpower mobility 
between the enterprises. 


In the implementation building industry, the personnel employed on full 
working time must be reduced by about 2 percent--in relation to the efficiency 
requirements and the modified regulators. 


Personnel reduction affects both physical and sedentary workers alike. This 
must be carried out in such a way that the composition according to training 
will be improved, and an effort must be made at carrying out quality changes. 


The realization of construction tasks in 1979 will not be hindered all in 
all by personnel shortages. In certain areas, however, industrially 
developed districts, work places of special importance, primarily in the 
Budapest and Miskolc agglomeration--a manpower shortage may appear. At the 
same time, other organs may experience a capacity and manpower surplus. 

It is very important, therefore, that the construction industry organizations 
measure their tasks realistically and organize their manpower management 
activity accordingly. 
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in harmony with the goalsof the 1979 economic plan, the tightening of 
requirements on enterprise management is also reflected by the modification 
of the regulatory systen. 


It is of decisive importance to recognize that average enterprise production- 
management results are not adequate for creating average development 
conditions. 


Therefore, among other things, in developing the enterprise wage policy it 
is necessary to reckon that dynamic increase in profits must be achieved 
within the fulfillment index for the average wage increase of 5 to 5.5 
percent designated in the branch plan concept. Since the carrier of the 
profit increase cannot be production growth, the efforts must be concentrated 
on reduced costs. Savings with expenditures of a material nature must 

be realized abcve all. 


The enterprises must establish the reduction of material costs on material 
and energy saving plans included in measurable and controllable savings tasks 
and also promoted with an internal enterprise regulatory system. The material 
acquisition practice must be replaced by material management. 


For the sake of developing financial equilibrium and the purposeful consumption 
of development sources, the enterprises must realize an economic management 
of circulating assets. 


For a strong reduction in the stockpiling rate, the practice of credit 
extension for circulating assets is being made more stringent for 1979. The 
consistent realization of consequences affecting the enterprise development 
fund for stockpiling and the tightening of conditions for financing long-term 
inventory growth is being strengthened. All these things alert our enter- 
prises to make efforts at strengthening their activity in this direction. 


The 1979 annual economic plan calls for an investment of 6.5 to 6.9 billion 
forints for the development of fixed assets in the construction industry 
branch, and this includes a goal of 6.2 billions for the implementation 
building industry. The investments are realized almost entirely in the 
enterprise category. 


In 1979 there will be opportunity for starting new investments only at r*e 
enterprises’ own costs--and overwhelmingly for investments aimed at level 
maintenance. State support can come into consideration only in a very 
limited sphere. 


The credits stipulated in the Credit Policy Guidelines are tied completely 
to investments that are underway. 


The special task of the construction industry enterprises is the planned 
realization of investments already being carried out. We must raise the 
level of technical-economic preparation in investment activity. We must 
emphasize an outlook for the realization of complex technical-economic tasks. 
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We wust endeavor to have the growth rate in productivity approximate the 
planned rate +f growth in the technical level (fixed asset per capita). 


The attainment of our production, management and structural political goals 
must be supported with well-organized, well-considered technical development 
activity. 


The main task of technical development is the industrialization of construction, 
increased efficiency, the exploitation of producer equipment, <nd the 
improvement of savings conditiors by means of live work, raw ai import 
materials, and energy. 


The main path to the further development of industrialization in construction 
activity is construction based on the “system principle." 


The 1979 annual economic and branch plan is placing new requirements on 
enterprise management vhich are greater than hitherto. 


The plan also requires that at every level of management there should be a 
significant change in outlook and a rise in level appropriate to the new 
situation. The plans are realistic, they can be carried out, and the 
conditions for their realization exist. Fulfillment of the goals set forth 
in the 1979 annual plan will represent great strides in carrying us to the 
realization of the goals of the Fifth Five-Year Plan. 
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SURVEY REVEALS ENTERPRISE ATTITUDES, RESPONSES TO PLAN TASKS 
Budapest FIGYELO is .ungarian 20 Jun 79 p 23 
[Article by I.W.: “How the Enterprise Executives See It"] 


[Text] This paper (FIGYELO, 1979, No 24) has previously reported the most 
important results of the investigation conducted by the National Institute 
for Market Research at the behest of the Ministry «i the Metallurgical and 
Machine Industry as part of a consumer opinion survey. (n this article 

I shall discuss the part of the study that deals with “he »pinions of 
managers working in this branch and then conclude with the impressions 

I have formed on the basis of my reading. 


in the course of the survey, 79 metallurgi:al enterprises ad 365 from the 
machine-industry responded to the questioniaire sent out. I believe that 
this sample can also be used to provide information on the basis of which 
certain general conclusions could be formulated. I should note that I 
have also relied here on the annual enterprise opinion survey done by 
the Economic Research Institute, which this paper has regularly published. 





Goals and Resources 


In the first group of questions that the managers were asked, the institute 
requested them to describe the development goals of the Sixth Five-Year 
Plan and the sources of funds to be used to attain them. The majority 

(96 percent) listed in nearly equal numbers restructuring product mix, 
investing in expansion, and investing in increasing e ports as development 
goals. The following table from the study offers a better overview of the 
percentage distribution of replies. 


The other goals mentioned were primarily related to relocation and to 
environmental protection. These questions covered the most essential 
factors. The relation between restructuring product mix and increasing 
exports is very close, so it would be desirable to use a control question 
to delimit or to distinguish these according to their content. Another 
reason for doing this is that the necessity of reestablishing our balance 
of trade requires us to emphasize goals directed toward increasing exports, 
which must be explicitly expressed in enterprise plans. Sixty-two percent 
of the managers questioned desire budgeted subsidies to achieve the goal 
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indicated. This shows how the thinking of the enterprises with regard to 
new ventures is still oriented to the increased use of central funds. 
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Key: 

Goal designated 

In the replies of managers working 
In metallurgy 

In the machine industry 

Overall 

Restructuring product mix 

Capital investment 

Investments in increasing exports 
Expansion of social welfare 

10. Maintaining present level 

ll. Other 

12. Total 


WOON DUS WH 


The Ministry of Metallurgy and the Machine Industry, which has possession 
of the questionnaires filled out, will no doubt also investigate in 
greater detail what the economic effect of certain development goals can 
be expected to be, and to what extent these goals harmonize with projec- 
tions for overall national development. This is also necessary because 
every enterprise wants to optimize its own development, which is not 
fiscally possible in the light of the necessity of economic balance. 


Paths to Technological Development 


Another section of the questionnaire dealt with the technological support 
available for development: what kinds of technological research they want 
to support, what are the means of accelerating technological developmert, 
to what extent are foreign licenses and expertise being purchased, what 
factors are hindering the further expansion of such purchases. 


A crucial factor, from the standpoint of accelerating technological 
development, is that even today enterprise managers adhere to the concept 
of across-the-board development. The 14-percent project-reduction 
proposal is very low: the necessary faith in cooperative efforts is 
lacking. 
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Means of Accelerating the Development of Technological Research (Percentage 
Distribution of Responses) 
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Key: 
l. Response given 
2. In the replies of managers working 
3. In metallurgy 
4. In the machine industry 
5. In all fields 
6. Strengthening one's own development basis 
7. Increasing the adoption of foreign inventions 
8. Collaboration based on sharing in results 
9. Reducing the number of projects to be developed 
10. Other 
ll. Total 


According to the managers questioned, the most important source for 
technological development is improvement in organization (39 percent); 
almost the same number (38 percent) mentioned increased investment. The 
range of responses also includes cooperation transactions (15 percent) 
and joint undertakings (3 percent). 


The question arises of how it is possible that the almost accompanying 
advantages of putting into general use the experience gained in joint 
endeavors in cooperation deals and joint ventures plays such a small role 
in the country's economic processes, and thus also in development. 
Enterprise executives are already aware of the hidden reserves in organi- 
zation that we have been talking about for many years now. It is to be 
hoped that this reserve will in the future become an important source for 
increasing efficiency in practice as well as in principle. 








It is good that a large number of enterprises--73 percent of those queried-- 
are taking advantage of the possibility of purchasing licenses and know~- 
how. (In metallurgy the proportion is somewhat smaller than in the machine 
industry.) The factors hindering sore rapid expansion in this area deserve 
attention. 


Among the reasons given, the most frequently mentioned were the lack of 
financial security (28 percent) and investment problems. Nineteen percent 
noted a lack of basic materials as an obstacle, and the percentage referring 
to the involved procedure necessary to obtain approval was relatively high 
at 14 percent. 


This awareness of a lack of material resources also reflects a strain be- 
coming visible between the capabilities of the national economy and the 
financial requirements of the enterprises, which makes it important to 
design and put into use a demand system emphasizing differentiation and 
efficiency. 


The responses criticizing the involved process necessary to obtain authori- 
zation were numerous. This is something the decision makers absolutely 
must consider; they must reexamine the correctness of the procedural 
requirements, because for license and expertise purchases made to 
accelerate technological development every delay, from the standpoint of 
the economy and of obsolescence, has an exponential, not a linear, effect. 


The replies noting other reasons referred to difficulties in adaptation, 
the attempts at restricting licenses, the lack of suitable utilization 
of the license market, the inadequacy of the infrastructure, and to 
opposition on the part of foreign trade and certain official bodies. 


Changing Production Organization 


A rather large number of questions dealt with the development of the enter- 
prise production organization and with cooperation. It is surprising that 
the enterprise managers’ rate of response was lower for these questions 
than overall, and that 16 percent did not furnish any reply or dealt with 
this complicated problem superficially. This in itself is an important 
sign for those in economic management and branch administration. 


Once again, concerns about lack of funding and about cooperation agreements 
are clearly visible in the replies given, especially in metallurgy. It 
cannot be denied that, no matter how much we would wish it to be otherwise, 
restructuring production organization always involves up-front costs. In 
[the face of] the present shortage of funding, however, the enterprises 

are doing a good deal to mitigate its effects by utilizing their own 
investment funds, inasmuch as they are restructuring the new form of 
production organization within the limits set by the production infra- 
structure. 
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Obstacles of Product Selection 
[Percentage Distribution of Responses] 
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Key: 
l. Lack of necessary resources for changing production 
2. Lack of long-term domestic cooperation agreements 
3. Long-term international obligations 
4. Other tasks imposed by central authorities 
5. Lack of economic product-mix change 
6. Other 


Obstacles mentioned frequently in other replies included: domestic delivery 
requirements, the lack of infrastructure industries and lack of foresight 
and information needed for evaluating both the market and the economy. 

The need for market research is indisputable, even though under the present 
[form of] production organization there is considerable fluctuation in the 
activity of certain enterprises. In the area of market research conducted 
preliminary to changing or modifying "profile," and the influence consumer 
demand has on this, we are still at a primitive level. This is closely 
related to the fact that the interests of the enterprise executive are 

tied primarily to immediate results and not to future economic success. 
Also related to this is that some executives (5 percent) do not foresee 
profitable changes in "profile," which also means that the information 
necessary for this undertaking is considerably restricted, since a good 
manager must have a production policy worked out for years in advance, 

and the introduction of each product change is merely a question of timing. 
Without this, success in the market, especially the foreign market, can 
hardly be expected. 


Cooperation, a Big Question Mark 


The enterprise executives dealt very broadly with the questions concerning 
cooperation. Fifty-eight percent of the executives considered the 
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cooperation deals which their enterprises had taken advantage of to be a 
very important factor in enterprise management. They noted the following 
motives for cooperation: relieving capacity shortages (53 percent), economic 
advantages of specialization (34 percent). The remaining 23 percent included 
a wide range of factors: labor shortages, lack of materials, technical 
know-how, large-scale operation, and so forth. 


A very important part of the investigation was the measurement of what 
factors were preventing enterprises from taking advantage of opportunities 
for cooperation. The results of the study are as follows: being at the 
mercy of deliveries (26 percent), increase in production costs (25 percent), 
low quality (19 percent), no way possible due to specialized nature of 
production (4 percent), did not find suitable partner (3 percent), other 
(remaining 23 percent). 


Among the other replies given, lack of infrastructure industry, lack of 
capacity of cooperating enterprises, the shortage of small enterprises 
capable of flexible cooperation arrangements, and the inadequacy of 
enterprise specialization were frequently mentioned. 


On the basis of the information provided by the questionnaire, the barriers 
to proferring cooperation are the following: 23 percent of the managers 
questioned referred to inadequate profit, and almost as many (22 percent) 
mentioned that cooperation could not be adjusted to their enterprise's 
production profile as it had evolved, and 10 percent thought they did not 
have the capacity for it. Several (17 percent) considered cooperation to 
be an obstacle to modernizing the organization of production. Fifteen 
percent of the executives thought there was no advantage to cooperation 
deals, only in the manufacture of complete products. 


This attitude is one reason for the existence of the "hinterland" of domes- 
tic machinery production, the so-called backwardness of the infrastructure 
industries. If we are talking to enterprise managers, then, as producers, 
they sharply criticize the lack of forging capacity and its quality or 
upon occasion the lack of high-quality smelting base, but whenever they 
ought to make a decision in favor of developing infrastructure industry, 
complete production becomes more "desirable." 


The economic and stimulation problems involved in cooperation deals have 
still for the most part not been solved, and the results of this investi- 
gation will also provide data for further research and for drafting the 
necessary enterprise and branch programs of action. Considerable progress 
is necessary here because at present we are at a great disadvantage. 


Organizational Problems 
A most important reserve for bettering enterprise work is improvements 


in organization; the distribution of the elected opinions about this 
is as follows: 
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The Means Considered Most Effective for Improving Enterprise Organization 
(Percentage Distribution of Replies) 
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Key: 
1. Metallurgy 
2. Machine Industry 
3. Improving supply of basic materials 
4. Improving the work of management 
5. Making production steadier 
6. Improving supply of tools 
7. Better utilization of work time 
8. Increasing the efficiency of planning 
9. Improving market research 


10. Organizational changes 

ll. Modernizing administration 

12. Improved cooperation with social organs 
13. Other 


It cannot be doubted that the expression of these opinions about reserves 
in the area of management by the best qualified sources has all the 
effect of self-criticism. It can be said that by and large the spread of 
opinions expressed in the replies to the institute's questions was quite 
large, which also shows that even though a great deal has been said about 
problems of organization, we are still at the stage of treating symptoms. 
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The Effect of the 1978 Change in Regulations on the Enterprise 
(Percent Distribution of Responses) 












































Key: 
1. Reduces development resources 
2. Reduces earnings 
3. Increases use 
4. Imcreases demand for central subsidies 
5. Results in a better-thought-out market policy 
6. Reduces demand for central subsidies 
7. Improves contract discipline 
8. Improves work quality 
9. Increases earnings 


The study also appraises the expected effects of the 1979 change in regu- 
lations. In the opinion of the enterprise managers, the change will have 
an effect on economizing tendencies, but it will hardly strengthen factors 
pointing towards improvement in quality. This is an important warning 

to anyone working to improve the regulatory system. 
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ROMANY DISCUSSES TRENDS IN AGRICULTURAL SECTOR 
Budapest PARTELET in Hungarian No 7, Jul 79 pp 18-25 


[Interview with Pal Romany, Minister of Agriculture and Food, questions by 
the Audience at Political Academy on 15 May 1979 in Budapest] 


[Text] Nowadays, the situation and development of agriculture widely draws 
the attention of Party workers and people interested in political and 
economic questions. This is why the replies given by Agriculture and Food 
Minister Pal Romany on 15 May of this year at the Political Academy to 
members of the audience can expect to arouse interest. We will review 
below a few of the replies given at the consultation. 


[Question] In what direction are the systems of production continuing to 
develop? 


[Answer] The systems of production played an important part in our results 
until now, and their role and task can only grow in the future. Earlier, 
their activity was characterized mainly by quantitative development. What 

is meant by this is the number of partner farms, and the rapid expansion of 
the use of new techniques, new species, chemical materials. In the future, 
the role will change: a more economical management of means, the increased 
utilization of reserves, and the more effective operation of invested energy, 
instruments, and labor will come to the fore. A similarly important task 

[of the production systems] is the economic preparation of the products and 
the improvement of their quality and exportability. 





In the interest of these goals: 


--first and foremost, the existing systems must be strengthened, and the 
creation of new ones is justified only in a few particular areas; 


--every system of production able to function must be made suitable for the 
integration of the complex technology of the given branch, for the creation 
of the branch pairing, and the formation of now already half or complete 
vertical lines (for example in viticulture and in some livestock breeding 
branches); 
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--a servicing base suited to the needs of the partner farms should be set 
up. This includes differentiated and locally adapted technology, the organiza- 
tion of material-technical supply, professional counseling, service, etc.; 


--ties with the scientific and development institutes and manufacturing 
enterprises must be further strengthened, and to also seek from this simpler 
solutions; 


--based on domestic and international information, they should continuously 
evaluate efficiency and effectiveness, and be prepared for changing economic 
circumstances. 


The new ministerial decree which regulates the functioning of the system 

also serves these objectives. At the same time the ministry also issues 
guidelines concerning the systems. A new feature compared to the earlier 
practice is that the state directive apparatus every three years rates the 
work of the production systems, and at that time can also designate guidelines 
and tasks. 


[Question] Why is a ministerial authorization needed for merging producers" 
cooperatives when the farms’ general assembly decides this matter? 


[Answer] The question must be modified inasmuch as ministerial authorization 
is needed not for the merger but for placing the merger on the agenda, which 
is done by the leadership of the producers’ cooperative. The difference 
between the two can immediately be understood if we know that in more than 
one instance, the minister authorized the placing on the agenda but the 
membership did not vote for the merger. 


A better light is thrown on the meaning of the provision by a few data 
concerning the extent of mergers. The 4,204 producers’ cooperatives in 
existence in 1961 have since then become 1,350, while the average area per 
cooperative has risen from 1,085 to 4,200 hectares. This is a basically 
favorable course of events which must not be considered as entirely completed. 
When the case is justified, producers’ cooperative are still being given 
permission today to put mergers on the agenda. The justification for this, 
however, is many times interpreted on far too large a scale at the local level. 
It is revealing that in 1978, territorial organs held a merger to be excep- 
tionally justified in 80 cases, after which it was discovered that it was 
really justified in only 24 cases. If there were no ministerial control, 

two co-ops with 9,700 and 6,700 hectares, respectively would merge right now 
in one of the counties, There is nothing to justify this except its area 
would put the large farm into the “advangtaged" category, with the 
corresponding wage classification, 


One must not forget that a merger is also generally accompanied by an increased 
availability to state financial means and that the producers’ cooperatives 
contemplating merger cannot know how many resources are available for this 


purpose. 
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Experience shows that the measure to slow down to a certain extent the 
process of mergers was correct and at the same time giving an adwantage to 
the most justified mergers. Mergers will not be the goal in the future 
either, and the utilization of possibilities latent in economic cooperation 
by preserving present sizes is much more imporcant. But then, if size alone 
would determine the increase of productivity, Hungarian agriculture would 
occupy a very distinguished place in the world. 


{Question] What experiences have resulted from the functioning so far of 
Agro-Industrial Mergers? 


[Answer] Above all, one must see exactly that the basic unit and organizational 
framework for agricultural, food industry, and forestry production continues 
to be the enterprise, that is the cooperative capable of independent farming. 
The main task is to perfect their internal function and structure, and at the 
same time the further development of their system of external relations. The 
latter is justified by the fact that--in spite of the increased enterprise 
sizes--the importance of cooperation will become increasingly greater in the 
future. In this [process], ties much closer than those in looser contractual 
relationships come to the fore, such as the contractual system valid for 
several years, economic associations, production systems, and agro-industrial 
unions. 


For the purpose of gaining experiences, four agro-industrial unions began 
their work in the past years, 


The Agro-Industrial Association of the Hajdusag Region was created by 

14 producers’ cooperatives, one state farm and one food industry factory, 
then was joined by the Kaba Sugar Refinery already under trial operation. 
Nearly 100,000 hectares of land belong to the association. 


Fourteen producers’ cooperatives, two state farms, two food industry enter- 
prises and four associations set up earlier belong to the Bekescsaba Regional 
Agro-Industrial Association. It has an area of 80,000 hectares. 


Eleven producers’ cooperatives, one state farm, one association, and five 
industrial enterprises are members of the Szigetkoz Agro-Industrial 
Association. It has an area of 85,000 hectares. 


The Kalocsa Region Agro-Industrial Association was formed by seven producers’ 
cooperatives, one state farm, and one food industry enterprise on the area of 
27,000 hectares. 


It also appears from this enumeration that these associations function under 
differing circumstances, in different regions, and under different production 
guidelines and composition. This development was achieved deliberately so 

as to provide an opportunity to gain and compare diffe:unt experiences. 


The ministry closely follows the functioning of the four associations and 
assesses their experiences. It can already be seen that the agro-industrial 
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associations are viable both as enterprise form and as integrated relation- 
ship. It appears that the final assessment of the experiences will give a 
favorable answer to the still open questions. This is shown by the fact that 
during their 2-1/2 years of activity, they performed a very valuable service 
in coordinating the medium-range plans of the participants, [such as] putting 
into quick production profitable common investments, and also in organizing 
information, construction and planning, plant protection, fodder, and other 
services. A big advantage is that they succeeded in solving the supply of 
the participating food industry plants with large quantities of uniform and 
good quality raw materials. But it can also be seen that the association is 
not the only form of tie for agricultural enterprises. 


[Question] To what extent do the increasingly larger industrial and combine 
type farms preserve a cooperative character while pursuing management and financial 
activities which are more and more close to those of state enterprises? 


[Answer] The expression "“while...more and more..." draws the attention to the 
clarification of a theoretical question. Tothe fact that whether production and 
management take place in a state farm or producers’ cooperative framework, 
both are enterprise management, It is not permissible that the management of 
the producers’ cooperatives--as enterprises--be different from the management 
of similar state farms. We are also expressing this in the economic regulatory 
system of the Sixth Five-Year Plan. 


If we say that the co-op, too, pursues independent enterprise management--which 
is guided by the state primarily by planning and regulators--then the conditions 
for this must also be created in the same manner as in the state agricultural 
enterprises. The producers’ cooperative, of course, differs in many ways 

from the state enterprise, which is precisely what produces its cooperative 
character. Such determining differences incluie the fact that the co-ops are 
separate organizations not only economically *:: also from the viewpoint of 
their assets; dual leadership prevails in their functioning; in the utilization 
of the result, the role of self-government is proportionally as great as the 
risk is greater; they fulfill numerous social and communal tasks, which affect 
primarily the peusioneers and the residentfal area, 


The question also applies to the relations between the area size and the 
cooperative character. It is worth pairing extremes. The co-op with the 
smallest area is the 27-hectare Gardener Producers’ Co-op of Szombathely, and 
the one with the biggest area is the 20,000-hectare Hungarian-Bulgarian 
Friendship Producers’ Cooperative of Karcag. According to production value, 
the smallest is represented by the Mathiasz Producers’ Co-op of Kecekemet with 
4.3 million forints, and the biggest production value, 1.2 billion forints, 
is turned out by the Red Star Producers’ Cooperative of Ocsa. The Peace Co-op 
of Bugac works with the least members, 68 persons, and the largest number of 
members (7,000 persons) are in the co-op ofOcsa. As the figures also prove, 
differences between extremes are fairly large. 


Even though collective farms grew with the mergers, one cannot say that the 
cooperatives are big in our country. This is evidenced by the fact that 
61 percent of them farm over 4,000 hectares or less, while the annual 
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production value of 580 co-ops does not exceed 50 million forints. Only three 
co-ops have an area of more than 15,000 hectares, and 26 have an area of more 
than 10,000 hectares. 


It is worth examining the sizes of the producers’ cooperatives from another 
viewpoint. Namely, the number of settlements to which their activities 
extend. At the time of the socialist reorganization [of agriculture], there 
was an average of one-and-one-half co-ops per settlement. Today, this ratio 
is already the reverse: at present, the confines of two or more settlements 
belong to two-thirds of the co-ops, and there are 131 collectives farms 
encompassing 6-13 settlements each. Thus the cooperative center ceased to 
exist in two-thirds of the settlements, 


All this was taken into consideration when the co-op law was amended in 1971. 
With this modification, while maintaining the cooperative character of property 
and distribution, we adjusted the organization to the larger cooperatives sizes. 


Our experiences also prove that the functioning of self-government forums is 
relatively more difficult in the large-size co-ops, namely those with several 
thousand members. We continuously examine the possibilities for further 
development, and enforce the experiences in the legal regulation. It must 

be known, however, that cooperative democracy depends decisively on the 
conditions within the cooperative, which enhances the responsibility of the 
local leaders. 


[Question] There is a significant difference between procurement prices and 
(household plot] retail trade prices. Could this not be changed by modernizing 
the purchasing system so that agriculture would have a greater interest in 
produce production? 


[Answer] The question probably concerns gardening products because in the case 

of other basic food industry products, consumer prices differ rather downward 
from the value. The cooperatives apply a 40 percent profit margin in 
marketing vegetables and fruits, This also includes the wholesale trade and 
retail trade profit margin. (The retail trade profit margin amounts to 

20 percent). For every kilo of vegetables, fruit, and potatoes put on the 
market for the population, the ZOLDERT enterprises receive close to 2 forints 
in state subsidies. In 1978, they received 740 million forints to supplement 
the operational, profit, and risk fund, and 265 million forints as occasional 
aid, or a total of 1 billion forints. In spite of this, their economic results 
are not improving and their profit is decreasing from year to year (2.33 per- 
cent in 1977, 2.2 percent in 1978). This is even lower than the profit margin 
of foodstuff retail trade. 


Compared to 1975, the procurement price level of garden products and of 
potatoes grew in 1978 by 21.2 percent, while the consumer price level rose 
by 28.8 percent. 


The domestic turnover of cooperative trade is not increasing and is even 
decreasing despite the fact the supplies by producers are increasing. 
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Enterprise costs are high, the goods must travel long distances, consequently 
there is considerable goods spoilage. Recently, tne National Association of 
Producers’ Cooperatives (SZOVOSZ) discussed this question at its presidium 
meeting. The procurement prices to be used from 1980 on are currently being 
worked out, and the primary endeavor of this task is to further improve 
interest relationships, and the popularization of cooperation forms in sales 
based on collective risk. 


[Question] According to some foreign opinions, the world can expect a 
continuous increase of prices as a result of a lasting shortage of agricul- 
tural products and a significant decrease in foodstuff production. If this 
prediction is more or less reliable, is our agriculture taking this possibility 
into account? If yes, what long-range ideas do we have? 


[Answer] It is a basic phenomenon that world agricultural production is not 
keeping place with the population growth. As a result, one must expect a 
reduction of per capita agricultural products. But we must also expect a 
disproportionate development. While the quantity of per capita agricultural 
products is growing in the U.S., it is decreasing in an important part of 
the African and Asian countries. A tendency to grow can also be observed in 
our country. The consequence of this uneven development is that the demand 
for foodstuffs is growing in the countries that are solvent. 


The situation of our country is determined by the land area at our disposal. 
We have 0.5 percent of the world's arable land. At present, our share in 

the world's wheat production is 1.5 percent, corn production 1.5 percent, 
sugar beet production 1.3 percent, and of potato production 0.5 percent. The 
volume of grain production enables us to supply 1.3 percent of the world's 
pork production. These results also create export goods bases. 


According to the long-range development [plan], conditions for the further 
improvement of the ability to compete include the fast development of newer 
biological bases, the increase of irrigable areas, the use of technologies 
requiring lesser energy, and the increase of the processing ratio. Our 
situation can be improved by changing the structure of production, for 
example in branches like horned cattle and sheep where our share of the 
world's production amounts to only 0.2 percent, 


[Question] As far as long-range development is concerned, how much do 
qualitiative factors, in addition to diversified production, come to the fore, 
considering the growing demand of the developed capitalist countries relative 
to the above. 


[Answer] The rise in the technical level of agriculture and increasing 
average yields create an adequate raw material supply to provide for food- 
stuffs. In the case of completed investments in the various areas of the 
food industry and in that of the developments planned, the raw material 
situation and the needs of domestic and foreign users are given equal 
consideration. The demands of the capitalist market must increasingly be 
kept in mind by those branches with significant capitalist exports. This 
includes the refrigeration industry, meat industry, wine industry, packaging 
material industry, etc. 
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In recent years, the ratio of more highly processed foodstuffs in our exports 
has increased. The enterprises have established numerous cooperations, 
purchased licenses. This has had a favorable effect on manufacturing technology, 
hygiene, and has improved the durability of packaging and the external appear- 
ance of goods. As a result of the cold-storage plant developments carried 

out during the Forth Five-Year Plan, for exampic. the domestic selection and 

the export of frozen goods has increased considerably. The long-range concepts 
for the investments and reconstruction in the Sixth Five-Year Plan, have 

focused on assuring adequate production of raw materials and hygiene as a 

result of export requirements. 





The development of the meat and poultry industry aims simulataneously to 
improve domestic supply and increase exp»rts. Since foreign buyers pay 
relatively higher prices for processed meat industry products (salami, dry 
sausage, canned products, etc.), development in that direction is a basic 
requirement. This improves the product base of domestic trade as well as the 
selection of goods. 


[Question] What is the cooperation of the socialist countries in the manufac- 
ture of agricultural machinery, and how does the Hungarian industry take 
part in it? 


[Answer] Since the establishment of the socialist large agricultural farms, 
agriculture is going through its third period of changing its means 
{equipment capital]. The domestic machine industry meets 40-42 percent of 
jour] machinery needs, 43-45 percent is met by ‘ndustry of the socialist 
countries. Thirteen to 17 percent of the machines originate from capitalist 
countries. 


Socialist imports are very important for us. With the exception of the Raba, 
we purchase all our tractors and practically the entire quantity of harvesting 
machines from these countries. The domestic industry--except machines for 

a few horticultural purposes--does not manufacture the complete machine 

series for the technology of a single plant. This is why it is important 

for our industry to participate as widely as possible in the cooperative 
manufacture with the socialist countries, both in component specialization 
and small machine manufacturing. 


[Question] What are the possibilities between our country and various 
socialist countries in working out agricultural cooperation to serve 
capitalist exports? 


[Answer] We have only limited possibilities for such a cooperation. This 

is caused by the special character of agricultural production: the locality 
constraints, fixed climatic and soil conditions, the production structure and 
infrastructure which have developed, etc. In order to increase capitalist 
exports, there is presently cooperation between our country and various 
socialist countries primarily in developing jointly the condftions for 
agricultural production, and additional technical-scientific and research 
themes. Such is, for example, the cooperation in seed-grain and type 
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improvement (corn, sugar beet, lucerne), and plant protection and in agro- 
chemistry. This cooperation is also very important in the mechanization 

and intensification or production, which indirectly helps increase capitalist 
exports. Our greatest possibilities lie in the joint export of complex 
production systems, in the framework of which we deliver plant cultivation, 
animal breeding and food industry plants, primarily to the developing 
countries. 


All in all, we can judge that the cooperation possibilities between socialist 
countries in this regard are not yet adequately exploited, and that further 
measures are needed in that respect. 


[Question] Agricultural products occupy an important place in capitalist 
exports. As a result, exaggerated presumption can be found among agro-experts, 
which expresses itself primarily in condemning industry and those employed 

in it. The results of agriculture, however, are inseparable from their 
industrial background and the extent of the assistance given. What is the 
Ministry of Agriculture and Food doing to develop a correct viewpoint? 
Generally speaking, how does it see and judge this manifestation? 


[Answer] I do noc believe that presumption would reign among agro-experts; 
on the contrary, I am convinced that those working in agriculture are making 
increasingly greater efforts to improve the level of farming, and produce 
more and better quality produce, The want to contribute to the improvement 
of the national economic balance with more meat and wheat and the more 
professional use of imported albumen. It is true that the traditional and 
the new must be better combined because in a given case, it is not the now 
which may be really up-to-date, and uot necessarily the most economical. 
This has already been recognized by many economic leaders. 


What is .*hind the question is that today, agriculture is experiencing a 
period of in tensive development. The experiences of the past 15 years 
unequivocally prove that the increase of intensive agricultural production 
is closely connected with the ever wider utilization of products and 
materials of industrial origin (chemical fertilizers, pesticides, machinery, 
installations, energy carriers). This close connection is well illustrated 
by the fact that the 1-1/2 time increase of agricultural production--includ- 
ing a more than threefold increase of live labor efficiency--required a more 
than fourfold increase in the use of materials of industrial origin. This 
reflects the fact that one cannot pursue modern agricultural production with- 
out industrial materials and tools. And agricultural production offering 
the prospect of an intensive and high technological level--as shown by the 
experiences of recent times--cannot be higher, on a lasting basis, than the 
level of industrial manufacturing of the materials and tools used in produc- 
tion. 





A product which does not reflect the use of up-to-date equipment cannot be 
compstitive particularly on the foreign market nor even on the socialist one. 
This is what is expressed by the operating needs raised against the modernity 
of the products in the domestic industry--machine industry, chemical industry, 
etc. The March 1978 Resolution of the Central Committee made the fulfillment 
of these the task of the domestic industry. 
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One more thought: the national economy can develop successfully only if 

its bracnhes fully complete their tasks in close cooperation. The produc- 
tion going on in one sector presumes modern products manufactured by the 
other branch or branches. Their absence or lack of modernity has a consider- 
able effect on the quality of the products manufactured with them. Therefore, 
when the domestic machine industry produces a modern machine, chemical 
fertilizer, or chemicals, it is not “giving aid" to agriculture, but simply 
fulfilling its own task as a branch and producing to meet the demand of a 
safe market. 


[Question] What is the role and significance of the domestic household 
plots in agricultural production? 


[Answer] Alongside large-scale farming in the modern cooperative and enter- 
prise framework, some 1.5 million families are linked by a thousand ties, 
representing every stratum of society engaged in agricultural small produc- 
tion as an auxiliary activity. More than 1 million hectares of land are in 
use in the farms pursuing small production. The vast majority of these are 
located in areas where large-scale farming cannot be pursued. In the 

1.3 million small farms, the land area per farm does not reach 1 hectare. 
More significant is the fact that 27 percent of the fruit and 45 percent of 
the grapes originate from these farms and that in addition to these two 
produce, small producers are engaged in the cultivation of some 60 kinds of 
plants. Their total production is about 3.5-4 million tons. 


Another important fact is that following the establishment of the producers’ 
cooperatives, the accommodations for animals were not taken down in the 
villages. Thus one finds in yards accommodations for 1.4 million heads of 
horned cattle and more than 5 million pigs, and the size of the poultry 
raising area reaches 4 million square meters. The utilization of these 
existing pigsties and stables is a basic requirements, since we cannot make 
accommodations for animals without new investments, 


The breakdown of the small producing families according to occupation pre- 
sents an interesting picture. Only 16.8 percent of the close to 5 million 
people are active agricultural wage-earners, 25.4 percent are not working in 
agriculture, 14.5 percent receive pensions and annuities, and 43.3 percent 
are family members and dependents. Therefore, in addition to the workers 

of the agricultural large farms, there are in the country several million 
people who for various reasons are not willing to deal with agricultural 
production on the land or in the farm buildings they personally own during 
their work time or in another form (pensioneer, family member). A large 
part of the families produce for their own needs, thus do not produce 
[marketable] goods, but the number of those also engaged in [marketable] 
goods production is significant. Three conditions must be insured for them: 
security for production and sales, income proportional to work, and the 
necessary material, technical, and biological conditions. 


Today in our country, everybody can make a living as a result of his work. 
With the supplement of small production, however, one lives better. We can 
see the result in the fact that since 1961, 580,000 apartments were built 
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in the villages, and 1.2 million television sets and many more things were 
purchased. Society also fared well. If we had not supported small produc- 
tion, we would have today annually 3 million less pigs, $30 million worth 

less hares, and $8 million worth less honey. If we take per capita foodstuff 
consumption as a base, we would be consuming 2 million per capita less pota- 
toes, 3 million per capita less vegetables and the same for fruit, 1.9 mil- 
lion per capita less wine and 5 million per capita less eggs, that is the 
production capacity for this would have to be created in the large enterprises. 
This would cause serious problems both in the area of investments and supply. 


These results could not have been achieved if we had left the small producers 
alone. The characteristic of small production is that, in every respect, it 
has an auxiliary character and its existence is insured by the large enterprise 
background. The fact that we do not portray them sufficiently before public 
opinion is an informational shortcoming, like also the fact that the small 
farms fatten a very large number of animals not only with the fodder they 
produce themselves, 


All in all, the facts support the view that in the present phase of building 
advanced socialism, there is a need for the production of household and 
auxiliary farms. This will still remain for a long time, and does not hinder 
the attainment of our goals but quite certainly speeds it up. This was 


also unequivocally formulated by our Party's agrarian policy. 
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AIMS OF REORGANIZED AGRICULTURAL MACHINE INDUSTRY OUTLINED 
Budapest MAGYAR HIRLAP in Hungarian 8 Jul 79 p 5 


[Interview with Dr Janos Heiczman*, Deputy Minister of Metallurgy and Machine 
Industries, by Katalin Bossanyi--date and place not given] 


[Text] It is the middle of summer; the hardest of 
agricultural tasks, the gathering in of the crops, has 
begun. Today machines play a key role in harvesting, 
just as they do in the preparation of the soil and in 
sowing. The pace of agricultural development is 
extremely rapid, therefore no country can strive to 
become self-sufficeint. We import 45 percent of our 
machines and equipment used on the state and coopera- 
tive farms from the socialist countries, while most 

of them are produced within the framework of our 
various bilateral and multilateral product specializa- 
tions and cooperations. Of the machines used on the 
fields, 11-12 percent come from capitalist imports, 
and 44 percent from our domestic agricultural machine 
production. 


The transformation of our agricultural machine industry's 
product structure, the direction and growing export 
possibilities of our development projects are the 
subjects of conversation between Dr Janos Heiczman, 
Deputy Minister of Metallurgical and Machine 

Industries, and our correspondent, Katalin Bossanyi. 





*Dr Janos Heiczman was born in 1928, in Szakald. He is an agricultural 
mechanical engineer and received his diploma at the University of Kharkow. 
Until 1968 he worked as a research engineer at the Experimental Institute 
for Agricultural Machinery, later, for 4 years, he headed the Department of 
Mechanics at the Godollo University for Agricultural Sciences. Following 
this~--until 1968--he was the Hungarian head of AGROMAS in Bulgaria. Until 
1972--when he was named deputy minister--he served as the director of the 
Agricultural Machine Developing Institute. He has a Master's Degree in 
agricultural sciences; many of his publications have appeared in several 
languages. 
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[Question] The many-sided--supervisory, regional, product distributional-- 
reorganization of the agricultural machine industry has come to an end. To 
what extent has this process proven to be effective? 


[Answer] The modernization of the guidance and internal organization of 

the agricultural and food industrial machine production was decided upon 

by the government in 1976; at that time the enterprises of Mezotroszt 
[Agricultural Machinery Trust] were removed from under the supervision of 
the Agricultural Ministry, and were placed under the KGM [Ministry of 
Metallurgical and Machine Industries]. The reorganization was not one of 
form. In addition to concentrating our mental abilities and capital 
equipment, we have striven for the realization of a long-term and well-founded 
development program. For this very reason, one of the most important 
moments of the previous period, in my opinion, was the fact that--by 
involving a broad forum of professionals--we worked out the development 
concept of the two professional fields, and we have already used this as the 
framework for the measures which we have passed along the way. 


At the present time, the bulk of the output of the two great production 
branches is being turned by the enterprises of Agrotroszt, which this 

year has added up to 14 billion forints in value. They have a heterogeneous 
product structure, a technology which is becoming obsolete and an organiza- 
tion characterized by disunity. They can only become viable by rapidly 
putting their profile and sphere of activity in order. Therefore, as a 
first step we had to eliminate parallel development-production, and create 

a specialized enterprise system which is suited for the profitable development 
of intratrust verticality. Some of the enterprises produce the end product, 
while others turn out component units and parts for each other as well as 
for export. Parallel to this, a good many plants have been turned over to 
the machine industrial enterprises. This process, however, has come to an 
end, and in the future the machine industry can no longer resort to, in 
effect, extensive development. 


They create an opportunity for common thinking in the coming years by giving 
rise--for the very purpose of promoting technological specialization-- 

tc centralized tool and apparatus production, hot galvanizing, sheet-metal 
machining and cutting bases. During this plan period 3 billion forints' 

worth of investments will be realized at the trust's enterprises, however, 

it will not be until 1980-83 before their effect can be felt. The enter- 
prises producing agricultural machinery have narrowed their unprofitable 
production, and at the same time they have also expanded their product 
structure by adding new, modern and competitive machines. Our general 
observation is that the quality, durability and servicing of products have 
improved. Our efforts have been compensated for by both domestic and foreign 
consumers: on the average for the year, our capitalist exports have increased 
20 percent, and the agricultural machine industry's foreign exchange production 
is better than the machine industry's average. Everything put together, I 
believe that the reorganization has been favorable, even though it has not 
gone smoothly. And indeed it could not have been smooth.... What is most 
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important is that today's organization and product scale is capable of 
flexibly adjusting to market changes, and this is vital in our field or 
expertise. 


[Question] According to the long-term development concept of the machine 
industry, specialized branches can be, and are worth being developed at a 
faster than average pace. In what direction are they developing, and what 
kind of technical market background are they building upon? 


[Answer] It indeed pays to develop! One of our greatest national treasures 
is the international recognition and goodwill which characterize the skills 
that we have accumulated in food production, our top-ranking cultures and 
cultivation systems and the products produced by using these. It is on the 
basis of these and in connection with these that we develop. This is not 
merely the machine industry's task: it requires better coordinated planning, 
research, training and development by several ministries, encompassing areas 
of biology, chemistry, organization and vocational training as well. 
According to our prognosis, the total production of the agricultural and 
food-producing machine industry taken in the broader sense, will increase 

44 percent--within this, the production of agricultural machinery by 40 
percent, food industrial machines by 68 percent and parts by 70 percent-- 
during the next five-year plan. Our capitalist exports will have doubled 

by 1985, while at the same time we expect a similarly significant, some 50 
percent, expansion in our socialist exports. At present 35 percent of our 
socialist exports are based on specialization and cooperation agreements and 
by the end of the Sixth Five-Year Plan this will be 75 percent. 


But what lies behind these numbers? Based on the findings of our analysis-- 
in which we combined the up-to-dateness of our products, long-term market 
possibilities, the results of specialization achieved up until now and our 
mental background--we are more rapidly developing heavy tractors, labor- 
saving machinery systems, garden machinery, fodder producing and processing 
machines, equipments used in animal keeping and plant production, as well as 
various hancling and transport equipments and household farm small machinery. 
Since these seven areas include many different types of machines, even within 
these we have laid out the course of development, and the developers have 
already switched over to these tasks. Thus, for example, with respect 

to gardening machinery we deal primarily with those used in the field for 
growing vegetables and especially those six cultures (tomatoes, onions, 
seasoning paprika, string beans, green peas, cucumbers) in which we have 
specialized within the CEMA. In the area of fodder production, on the 

other hand, we are concentrating on harvesting adapters. In the area of 
animal keeping machinery we are emphasizing mainly those machines which are 
used in poultry and cattle keeping. We have also identified those products 
which we will gradually discontinue manufacturing: these, for example, 
include forest and tobacco growing, sugar beet gathering and certain 
soil-cultivating equipment. In food industrial machinery production we 

wish to develop mills, bread and cheese factories and the various lines of 
vegetable and fruit processing. 
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[Question] The world tendency is that in addition to the traditional 
enterprises other manufacturers, what is more, enterprises belonging to 
other sectors, too, become involved in agricultural machinery production. 
What is your opinion regarding the possibilities of vertical integration 
and the expansion of system-oriented exports? 


[Answer] We can indeed observe--primarily in the advanced capitalist 
countries--that agricultural and food industrial machinery production is 

more closely connected with the machine industry. In recent years this 
tendency has made headway in our country as well, since the 1976 resolution 
of the Council of Ministers, too, defined the improvement of the agricultural 
machine industry's competitiveness as the task of the machine industry as 

a whole. The most commonly known example of this is the development by the 
Hungarian Railroad Car and Machine Factory of power and labor-saving machines, 
but the Lang Machine Factory, United Incandescents, the April 4 Machine 
Works, the KOVAC [Kobanya Iron and Steel Foundry] ... also produce significant, 
technically and qualitatively equally modern food industrial machines. 

This, however, is only one way of intramachine industry integration. The 
other, which at the present I consider to be more important, is the providing 
of indirect--support industry--assistance to agricultural and food industrial 
machine production. I am referring to the production of parts and component 
units of a broader utility which would enhance the service orientation of 

the specia.:ized branch. 


System-minded export is a requirement of our time: it is going to be an 
increasingly common form of marketing both in the socialist and the developing 
countries. For this very reason it is in this spirit already that we are 
pursuing our long-term cooperations. The results which we have achieved 
until now are encouraging. Naturally, system-export can only be interpreted 
within the context of the process of vertical integration, since the 
development of the production technologies of agriculture is closely inter- 
related with machine development. This, however, is not a two-sided, but 
rather a many-sided process. The machine industry, for example, will have 
spent 700 million forints during this five-year plan on this type of 
research and development within the framework of one target program. At 
present we are working hard to make this target program the inter-ministry 
program for the future. Through mutual supplies of information and by broaden- 
ing the range of our common interests we can obtain important markets. I 
believe that in these past years we have succeeded in forming lasting and 
advantageous relations with the agricultural ministry and the specialized 
branches which have enhanced the implementation of the system approach. 

What is more, 2 years ago--within the framework of AGROBER [Agricultural 
Design and Investment Enterprise]--we established the Agroinvest Bureau 
which searches specifically for such export opportunities and which brings 
the partners together. 


[Question] Finally, an especi. - ‘mely question: What is today's 
domestic machine and parts suppiy i.ke? 











[Answer] I am happy to say that at present there are no shortages of anything, 
and we have also been successful in solving the problem of parts supplies 
and replacement. This year we signed a contract with Agrotroszt for the sale 
of 4.6 billion forints’' worth of power and labor-saving machines, 1.8 billion 
forints' worth of spare parts, and we have--according to schedule--fulfilled 
these commitments. But since agricultural investments are also being cut 
back, they have canceled many of their orders. On the equipment which has 
been released as a result, we are producing for capitalist exports. In 
order to assist the harvesting--especially in view of the extreme weather 
conditions--we have been especially circumspect in organizing our harvest- 
time service. Our service department corrects defects immediately, and we 
have made arrangements so that the combines belonging to the MEZOGEP-enter- 
prises’ stock can be transferred to the state farms if the need arises. 
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POLAND 


CREDIT FOR CONSUMER INSTALLMENT BUYING DESCRIBED 
Warsaw ZYCIE GOSPODARCZE in Polish No 27, 8 Jul 79 p 7 
[Unattributed article: “Installment Selling"] 


[Text] The Polish National Bank [NBP] has evaluated the installment sale of 
manufactured goods in the years 1971-1978. Several conclusions at least 
concerning the policy of installment selling for the future can be drawn 
from the data amassed by the NBP. Let us not anticipate the facts and basic 
information, however. 


Nearly 8.5 million people used credit for installment purchases of manufactured 
goods in the years 1971-1978. When we consider the state of employment in the 
national economy in 1978, this means that in the aforementioned period every 
other working citizen used bank credit in the generally available terms. 


The average value of individual credit for installment purchases of manu- 
factured goods and services amounted to 7,366 zlotys in 1971 and 19,517 
zlotys at the end of 1978. Thus, the value of this credit in 1978 took shape 
within the limits of four monthly, average wages in the socialized economy 
(the average nominal monthly wage per worker in the socialized economy 
totaled 4,584 zlotys according to GUS [Central Office of Statistics]). Al- 
though the value of individual credit has increased systematically in past 
years in the present decade--the value of credit for young married couples 
had an especially high growth rate (from about 22,500 zlotys for a young 
married couple in 1975 to nearly 40,000 zlotys in 1978)--that does not mean, 
unfortunately, that the total amount of credit payments also increased. The 
state sold the greatest amount of manufactured goods to its citizens on 
credit in 1972 (for more than 15 billion Zlotys). Beginning in 1973, the 
list of goods and services sold on the installment plan was limited and the 
amount of credit began to diminish, reaching the “bottom” in 1976. In 1978, 
credit payments for installment purchases exceeded 11 billion zlotys. 


The share of credit for installment purchases of manufactured goods within 
the total sale of nonfood goods is small so far. It constituted 4.5 percent 
in 1971-1975. In subsequent years it was as follows: 2.3 percent in 1976, 
2.6 percent in 1977, and approximately 2 percent in 1978. In some commodity 
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groups, installment selling has a basic effect on the amount of goods sold, 
however. This concerns primarily radios and televisions, the installment 
sale of which constituted more than 22 percent of total sales of these items 
in 1976 and rose to 24 percent in 1977. Installment sales play an even 
greater role when it comes to television sets. In 1976, approximately 32 
percent of the total annual sales of these receivers was on installment 
credit. In 1977, the same index totaled about 34 percent. 


Installment credit granted for purchases of automatic household appliances 
(10 percent of total sales in 1976 and more than 14 percent in 1977) and 
furniture (9 percent of total sales in 1976 and 11 percent in 1977) has a 
considerable effect on the amount of these goods sold. 


To conclude this section, let me present two more opinions on the subject 

of the indebtedness of the population due to credit purchases of manufactured 
goods, and repayment discipline. This indebtedness has increased from year 
to year and amounted to about 17.5 billion zlotys in 1978 (in 1975 it was 
somewhat more than 11.5 billion zlotys). The increase in indebtedness is 
caused mainly by the expansion of credit for young married couples and by 
the comparatively long--4-year--term of repayment. 


At the end of 1978, the average indebtedness of each debtor totaled 5,500 
zlotys, that is, it was at the level of 118 percent of the average monthly 
wage for 1978. The repayment of credit is beyond reproach, however. At 
the end of 1978, debts placed in a so-called state of payable immediately 
amounted to 0.18 percent of all indebtedness. In the years 1976-1978, the 
NBP wrote off annually to losses from 0.002-0.004 percent of the existing 
indebtedness, and thus in principle the debts owed by the right of the 
aforementioned credit were fully collectible. 


The analysis carried out by the NBP confirms the more general regularities 
known from other sources--primarily the fact that while credit granted for 
installment purchases of manufactured goods creates new purchasing power 
for the population at the moment the credit is repaid, to a significant 
extent the credit involves future incomes which must be used to repay the 
debts, not to mention the fact that credit makes it possible to sell a 
number of manufactured goods of which there is a surplus. By the same 
token, the activation of the sale of manufactured goods through installment 
credit limits, and even makes it possible in general to avoid, the more 
costly solutions such as, for example, reducing the prices of surplus goods 
or giving discounts. To a defined degree, credit leads also to a decrease 
in the costs of inventorying excess reserves. This form of selling is there- 
fore also favorable to the producers (on account of accumulation, among 
other things) and to trade enterprises. 


It follows from these considerations that the development of installment 
selling of manufactured goods and services is both socially desirable and 
justifiable from the standpoint of the money-market balance. Often the 
changes in the scope and conditions of installment selling, which cause an 
excessive demand for bank credit, among other things, do not promote such 
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development. Hence it weuld be necessary to strive for greater stabilization 
of the scope and conditions of installment selling. Cases of installment 
selling of manufactured zo2ds from so-called “unsuitable” production should 
be acknowledged as a mistake, to put it delicately. Such sales harm not 

only the consumer but also the producer by sanctioning the manufacture of 
unsaleable goods. The authors of this analysis are of the opinion that we 
have already come to the point at which, among other things, the number of 
guarantors should be limited to a single person in cases of credit granted 

up to 10,000 zlotys. Holders of savings-checking accounts could be honored 
with an outlay of credit up to 20,000 zlotys without a guarantee. 


The NBP also takes the position that the size of credit repayments should be 
made dependent on the money-market situation. The size of these payments 
should be regulated by the scope of manufactured goods and the conditions 

of their installment sale as well as by the rotation of financial assets. 
And this last factor does not prompt any reservations. The state of in- 
debtedness for generally available credit totaled 101.6 percent of payments 
at the end of 1978 (the same index was 109.1 percent in 1976). This credit 
was granted for short terms, within limits of 10-36 months, and the increase 
made in the installment (beginning 1 June 1978) from 200 to 300 zlotys and 
the decision to make the period of repayment dependent on the amount of 
credit granted accelerated even more the rotation of financial assets ear- 
marked for this goal. 
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POLAND 


INDUSTRIAL DEVELOPMENT, PROSPECTS OUTLINED 
Warsaw ZYCIE GOSPODARCZE in Polish No 27, 8 Jul 79 pp 1,4 
[Article by Andrzej Karpinski: "Phases of Industrialization"] 


[Excerpt] Poland's modern, highly developed industry, among other things, 
has defined this country's present place in the world. As a result of rapid 
and multilateral industrialization processes, the value of industrial pro- 
duction in 1979 is 31 times greater than the 1938 level, more than 19 times 
greater than the 1949 level, nearly 4.8 times greater than the 1968 level, 
and more than twice the 1970 level. Poland is presently in 10th to lith 
place in the world in industrial potential, in 6lst place in territorial 
area, and in 2lst place in polulation size. 


Decade of the 1970's 


The beginning of this period was connected with the new socioeconomic policy 
adopted at the Sixth PZPR Congress in 1971 and implemented in a consistent 
way throughout the 1970's. As a result of this policy, these years became 
a period of great activity and unusually dynamic development for Poland. 


The acceleration of the growth of investments and their share in the national 
income became a factor in this heightened activity. The rate of accumula- 
tions in the national income increased from 26.1 to 34.1 percent in 1976, 
reaching its highest level of the whole postwar period. The average annual 
rate of investment growth increased in the years 1965-1970, or nearly doubled. 
It was characteristic for these years that for the first time on such a 

scale in the entire postwar period, an endeavor was made to use foreign 

credit for plant machinery modernization and for Poland's development. The 
favorable credit situation in the early 1970's favored this endeavor. 


In accordance with the new policy, the acceleration of production growth to 
meet market needs became the main task in the years 1971-1976. A signifi- 
cant portion of growing investment outlays was earmarked for this goal. 

For example, more was invested in light industry and the food industry during 
these 5 years than during the preceding 20 years altogether. The construction 
of the Compact Car Factory in Tychy became the main symbol of the investment 
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in industries manufacturing consumer products in the entire postwar period. 
Besides industrial subbranches for consumer goods, special preference was 
given in this period to industries producing for the needs of residential 
construction, the symbol of which became the construction of 100 housing 
factories, and to industries producing the means of production for agri- 
culture. 


At the same time Poland proceeded with the building of new raw material 
bases in metallurgy, the symbols of which are the Katowice Foundry, with 

its production capacity double that of the Lenin Foundry, the Lublin Coal 
Basin in coal mining, the fuel and energy combine in Belchatowa in the field 
of energy, and the North Refinery in Gdansk in the refinery industry. These 
key raw material investments are already creating the foundations for Poland's 
development in the 1980's. 


In the years 1971-1976 the economy was enriched by such new, large industrial 
establishments as: the Borynia, Slask and 30-year Anniversary of the PRL 
[Polish People's Republic] coal mines, the Rybnik, Kozienice and Lower Odra 
power stations, the North Refinery in Gdansk, the Glogow Copper Foundry, 

the Rudna Copper Mine, the Compact Car Factory in Tychy, the Wloclawek 
nitrogen plants, the Kujawy and Malogoszcz cement works, more than 40 housing 
factories, the furniture factories in Lomza and Ostrow Mazowiecka, the Teofilow 
textile-clothing establishments, the Przyjazn Cotton Mill, a joint investment 
of the PRL and the GDR, knitted goods establishments in Jedrzejowa, Kalisz, 
and Plock, meat establishments in Lukowa, Elk, Ostroleka, Kole, Sokolow 
Podlaski, Ostroga Zielona Gora, and Rawa Mazowiecka and many others. 


It was characteristic for this period that modern equipment and technology 
were purchased on a massive scale and that industry was equipped with the 
new technology on a broad scale, including light industry, the food industry, 
the furniture industry, and others. With regard to the share of machinery 
and equipment operating for less than 5 years, Poland was among the countries 
with the youngest age structure of production property in Europe. 


As a result, the 5-year period 1971-1975 became a period of the greatest ac- 
celeration of investments in Polish industrial development since the period 
of the six-year plan. This situation was accompanied by an acceleration of 
the production growth rate from an average annual percentage of 8.4 in the 
years 1965-1970 to 10.2 percent in the years 1971-1976. At the same time, 
as a consequence of the acceleration of the production growth rate in in- 
dustries producing for the needs of the market, the production growth rates 
for eo-called group "B" consumer goods and so-called group "A" capital goods 
erly equalized. This is a different phenomenon from that in the first 

« 9. industrialization, when group "A" had a decidedly greater production 

grow rate than did group "B.” 


In the mid-1970's, however, tensions began to appear in the economy which 
were connected primarily with the unfavorable changes in the foreign market 
situation, with atmospheric conditions unfavorable for agriculture and the 
Stagnation of farm production in the years 1974-1977 caused by them, as well 








as with the failure of transport and energy to keep pace with the dynamic 
development of industry and of the remaining sectors of the economy. 


In connection with this situation, to continue the implementation of the 
social goals outlined by the Seventh PZPR Congress in 1975, the means on 
behalf of fields required for the implementation of these goals were re- 
grouped at the fifth plenum of the Central Committee in December 1976. This 
action earned the name “the economic maneuver.” Its fundamental assumption 
was to concentrate assets in the development of market production, the food 
complex, and residential construction. 


At the same time, the rate of growth of investments in the economy was radi- 
cally limited in 1976. Consistent with this policy since 1976 there has 

been 4 permanent drop in the rate of accumulations to the previous level. 

In 1978, this rate was 28 percent. This policy tends to equalize the branches 
of the economy in the forefront and to improve the development of branches 
which have remained behind. Changes in investment preferences and rates at 
the end of 1976 and the beginning of 1977 aliow us to declare the year 1977 
the beginning of a new phase, within the framework of one development cycle, 
vovering the entire decade of the 1970's. 


Accelerating changes in the structure of production on behalf of the market 
and export, even at the expense of the quantitative rate of development, 

and increasing the production of industries working for the needs of agri- 
culture and residential construction became the main tasks of the years 
1976-1980 in industry. Altogether in the decade of the 1970's approximately 
450 new combines, enterprises, and industrial establishments were put to use. 


After 1976, such new, large industrial establishments as the key installation 
of the decade of the 1970's the Katowice Foundry, and also the Polaniec power 
station, the carbon disulphide establishments in Grzybowa, the Gorazdze and 
Ozarow cement works, the housing factories in Zabrze, Rudna, Skarzysk, Lublin 
in Grajewa and Wieruszowa, the furniture in Zielona Gora, the meat establish- 
ments in Opole and others came into use. 


The result of the inadequate development of export to the highly developed 
capitalist countries, of increasing difficulties with the purchase of in- 
dustrial raw materials, and of growing energy and transport difficulties was 
the reduction in the rate of growth of industrial production in the second 
half of the 5-year period 1976-1980 to an average annual figure of 5-6 percent. 


If we evaluate the entire decade of the 1970's as a whole, however, it should 
be stated that this decade brought enormous progress in the development of 
industry. In many respects it exceeded the attainments of the preceding 20 
years. At the same time, the fact that it was achieved under conditions of 

a serious recession in the capitalist countries made this progress in 
equalizing Poland's level of development with that of these countries much 
more apparent than it had been in the previous periods. 
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And this progress is not only quantitative in nature; it is accompanied 
also by essential structural transformations within the subbranch framework 
contributing to a modernization of industry. These processes are reflected 
in the acceleration of the development of the electronics industry and 
Poland's entry into the small group of countries producing integrated 
circuits, the increase in production of numerically controlled machine tools, 
the development of production of new generation electronic digital computers 
within the framework of CEMA specialization, the start of producti-n of 
industrial robots and manipulators, the start of production of color tele- 
vision sets, and the dominance of polypropylene production, one of the more 
modern materials from the olefines group. 


In the machinery industry, the problem of creating a modern production base 
for the production of private automobiles, buses, heavy construction 
machinery, including especially power shovels and bulldozers, agricultural 
tractors ranging up to 75 horsepower, and machinery to cultivate and harvest 
grain and root crops has been solved. The attainment for the first time in 
the postwar period of the entire growth of industrial production practically 
without an increase in employment, in principle exclusively on the basis of 
the growth of work efficiency, is characteristic for the decade of the 1970's, 
and especially the second half of the decade, in accordance with the strategy 
of improving work quality. Simultaneously, the decade of the 1970's brought 
a substantial increase in the investment of industry in the reconstruction 
(thanks to major industry technology) of such nonindustrial divisions of the 
economy as building and transport, which underwent a significant transforma- 
tion in these years, as well as the beginning of the technical reconstruction 
of agriculture on a broad scale. 


What Lies Before Us? 


At the end of the 1970's and the beginning of the 1980's, industry in Poland 
is proceeding with the implementation of a policy of development which bases 
further development primarily on the improvement of the socioeconomic 
efficiency of production and on the improvement of the organization of 

work processes. It still is not possible today to give a precise date for 
the conclusion of this phase, which Polish industry entered in 1977. How- 
ever, considering the fact that in the years 1971-1976, besides investments 
and the growth of employment, new factors to accelerate Poland's growth rate 
were put into motion, such as credit, which caused more stable payment obliga- 
tions, we cannot rule out the possibility that this phase may continue until 
the mid-1980's or even to the end of the decade. 


The key problem for the further development of Polish industry in the 1980's 
will be its capacity to undergo the structural changes required for the 
‘growth of export of Polish industry under conditions of intensifying com- 
petition on foreign markets. In the phase of developed industrial structure 
in which Poland now finds itself, this capability will depend on progress 

in production specialization within the framework of subbranches and branches, 
on the capacity of Polish enterprises to compete on foreign markets, and 

that requires more selective development. The conditions are more favorable 
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for that now in Poland than they were in the 1960's. Economic strategy has 

to be subordinated to the solution of this task. From this point of view, 

key significance will be attached to the creation of more independent 
economic conditions for enterprises having a large share of export production, 
together with the expansion of their authority in the sphere of foreign 

trade, intensification of the comprehensive export program, etc. 


The question then arises whether there are premises for forecasting the 
directions and features of the development that will follow the conclusion 
of the current phase. Analysis of all the elements which we can discern 
today allows us to state that a renewed acceleration of the growth rate of 
Polish industry can be expected in the years 1985-1995. This view is supported 
by the renewed, considerable increase in work resources anticipated for the 
1990's which will have to be absorbed in part by industry. Analysis of the 
balance of national property, especially the need for broader conversion of 
industrial property built after 1950, also argues in its favor. This con- 
version will require accelerating the rate of investments. The possibility 
of better use of potential through broader import of raw materials following 
consolidation of the balance of payments as the export capability of the 
Polish economy increases also will favor this situation. 


Finally, the question arises, how long will the second phase of industrializa- 
tion, begun on the threshold of the 1970's last? If we concede that the 

second phase is devoted to the technical reconstruction of all the remaining 
divisions of the national economy, including especially the total technical 
reconstruction of agriculture and its rebuilding, the final solution of these 
problems cannot be expected earlier than the 1990's. That is only a working 
hypothesis, of course, but, as such, it gives a certain perspective and 
furnishes a nunber of essential conclusions. If we acevwpt these assumptions, 
we can concede that the tasks of the second phase of industrialization will 

be solved by the years 1995-2000. 
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POLAND 


OIL COSTS FORCE REVISED RAIL ELECTRIFICATION PLAN 
Warsaw SLOWO POWSZECHNE in Polish 30 Jul 79 pp 1, 2 
[Article by S. Sok] 


[Excerpts] At present, along the 6,500 km of electrified rail line, 

we transport nearly 60 percent of freight but this causes an enormous strain 
on these routes because their total length approaches just about one-third 
of the total amount of track. 


Unfortunately, the rate of electrification, considering the sustantial costs 
and investment constraints, has not been too great in the last few years. 
Now, thanks to additional funds, we shall make up the delays but shall 
electrify less line than in preceding five-year periods. 


During the last two years of the current five-year plan, more than 600 km 
of track will be electrified. Plans call for the electrification of 
approximately 230 km of track by the end of this year and an additional 
400 km of track next year, The considerable increase for next year will 
result from the commencement of numerous construction operations ‘his year. 


This year's most important railroad investments in the area of electrifica- 
tion will be the formation of a railroad egress from Silesia by the turning 
over of the Mikulczyce-Krupski Mlyn rail section, the electrification of 
the Szczecin-Dabie-Swinoujscie section and work on the East-West route. 

The Biala-Podlaska and Poznan~Zbaszynek sections, important to national and 
transit traffic, will be turned over. 


Being planned for the next five-year period, is the completion of the 
electrification program on the entire Oder River Region trunk-line from 
Wroclaw to Szczecin via Zielona Gora, Rzepin and Kostrzyn and the construction 
of the final section (between Zbaszynek and Kunowice), of the East-West 

route. 


The large increase in crude ofl prices has brought about an adjustment of 
future plans in the area of electrification. There is already talk of a 
plan for expanding the electric traction network by the year 2000 to 
17,000 km, that is, 4,000 km more than initially planned. 
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POLAND 


RAILROAD STRIVES TO BOOST COAL TRANSPORT 
Warsaw ZYCIE WARSZAWY in Polish 26 Jul 79 ppl, 2 
{Article by J.A.W.] 


[Excerpts] The past 6 months have not been favorable for railroad 
transport. Not until toward the end or April did the transport situation 
settle down. There were approximately 25 million tons of freight left over 
from the first 6 months that had to be transported. This is a very large 
amount, and even more so because the third quarter tasks, not to mention 
those of the entire second half of the year are also difficult. One can 
already debate their feasibility. According to the third quarter plan, the 
railroad is supposed to transport approximately 127 million tons of freight. 
This is 5 million tons more than in the third quarter of last year. During 
this period, for just coal alone, they plan to carry away 43.9 million tons 
plus an additional 1.2 million tons from coal heaps, 


When speaking of the tasks for the upcoming months, one cannot overlook 
two issues. The summer months are a peak repair period not just for the 
power industry but also for transport. Rails in particular which last 
winter cracked like never before, need repair. In addition, July and 
Auguet are vacation months and every day additional trains are put into 
operation which must travel on the same tracks as the freight trains. 


We already have the first two-thirds of July behind us. During this time, 
over 26.9 million tons of freight have been transported by rail. This 
constitutes 97.2 percent of this period's tasks. Even though the July 
plan is not being carried out 100 percent, nevertheless this month's tasks 
are being realized better than in any other month this year. In all, more 
than 775,900 tons of goods, which includes 700,000 tons of coal, have not 
been transported. 


During the 23 days of July, the railroad carried out of Silesia over 

1 million tons of coal more than during the same period last year. On 

30 June there were 5.7 million tons of coal in Silesian coal heaps while 

on 23 July there were 4.57 million tons. On 23 July, for example, 

518,000 tons of coal were loaded in Silesia. Never before had so much been 
carried off in the course of one day. This broke the 10 May 1978 record 
when 514,000 tons had been carried away in one day. 
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There have also been difficulties with the delivery of ore and chemical 
fertilizers. An improvement is Feing observed in the transport of cement 
and lumber, while the transport of grain, metallurgical products and 
aggregates for construction is vunning smoothly. All eyes, however, will 
be turned to coal, essential not only power stations and heat and power 
generating plants, but also to private consumers, The rural areas in 
particular are feeling the shortage of coal. 


Approximately 150,000 tons of coal ought to be carried away daily by 
shuttle trains but this just has not been possible to achieve. 


The off- and on-loading discipline of railroad clients is disturbing 
against the backdrop of railroad difficulties, particularly the shortage 
of rolling stock. During the 23 days of July, the detaining of rail cars 
was 37 percent higher than during the same period last year, 


The improvement of discipline during on- and off-loading operations, 
therefore, is an important factor which, in conjunction with the ever more 
efficient and competent work of the railroad itself, surely will help in 
the movement of this enormous mass of goods waiting for transport in 
warehouses and in heaps, 


CSO: 2600 
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RELATIONSHIP BETWEEN ENERGY CONSUMPTION, ECONOMIC GROWTH 
Bucharest REVISTA ECONOMICA in Romanian No 13, 30 Mar 79, No 14, 6 Apr 79 


[Article by Dr Vasile M. Popescu: “Aspects of the Correlation: Energy 
Consumption-Economic Growth"] 


[30 Mar 79 pp 15-17] 
[Text] Qualitative Results, But Also Significant Potential Reserves 


With the limited character of raw materials and energy resources, the role 
of energetics in social and economic life is acquiring new values in the 
sense that attempts are being made not only to provide for society's long 
term needs for energy, but also to achieve a rational projection of what 
that requirement is. In our country, special attention is being given to 
the problem of management of energy resources. It is a real fact that in 
Romania the thorough analyses made by the leadership of the party and by 
the secretary general of the party clearly brought out, before the start of 
the world energy crisis, the necessity for orienting the entire national 
economy toward rigorous rationalization of energy consumption. The problem 
of reducing fuel and energy consumption, and material consumption in general, 
is considered as the number one problem in terms of the efficiency and de- 
velopment of the national economy and the growth of the national income. 


Criticizing the trend toward irrational consumptions, the erroneous concept 
in accordance with which energy consumption must constantly increase in 
order to foster the growth of industrial production-~-a concept generated in 
its time by a consumption society, but which is presently severely revised 
even in the developed capitalist countries--the secretary general of the 
party stressed that the struggle to reduce fuel and energy consumption must 
not be just a momentary, event-related campaign, but rather a problem of 
the orientation and reorientation of the very structures of the national 
and industrial economy and our future economic development, on which the 
continued increase in the standard of living of the people is dependent. 


This is also justified by the existence of some other specific, unfavorable 
conditions: the very limited internal reserves of crude oil and gases; the 
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increasingly more difficult economic and technological conditions encoun- 
tered in exploiting the reserves of crude oil, natural gases, and even coal, 
which increase the requirement for investment and the cost of extraction; 
the increase in the annual proportions of crude oil, coke and coking coal 
which must be imported at high prices, etc. This is why in our country 
conserving fuel and energy is becoming, together with other factors, an im- 
portant criterion in defining the strategies for the structuring of produc- 
tion. "Taking into consideration the characteristics of the international 
economic situation and the implications of the raw materials and energy 
crisis," said Comrade Nicolae Ceausescu, “a central objective of the next 
Five-Year Plan will be radical improvement of the structure of our indus- 
try and a decisive orientation toward development of those branches and 
sectors which are low energy users."* 


These lines of guidance actually represent a reevaluation of the concepts 
of national energy policy, orientation of the entire economy toward an even 
more rigorous rationalization of fuel and energy consumption. In light of 
these concepts, I shall examine several aspects concerning the evolution 
of production and the consumption of electric power, the correlation be- 
tween the consumption of electric power and economic growth in the branches 
of the national economy. 


The Relationship Between Production and the Consumption of Electric Power 


In the last 25-30 years, Romania has made a sustained effort to overcome 

the problems of the past and to ensure its people the highest possible 
standard of living. On the energy plane, this process has concentrated 

on construction of large hydroelectric power plants, electric power plants, 
and numerous hydroelectric and thermoelectric plants. Possibilities were 
ensured in this way for increasing, in accordance with the requirements of 
the economy, the production of primary energy and electric power, as well 

as their consumption also. In 1978, the production of electric power repre- 
sented about 65 billion kilowatt hours, a figure which is more than 57 times 
greater than that achieved in 1938 and more than 30 times greater than in 
1959. According to plans, in 1980 the production of electric power will 
reach 75-80 billion kilowatt hours. 


All of this has been correspondingly reflected in an increase in the pro- 
duction of electric power for the overall economy and per inhabitant--as an 
indicator of industrialization and also the total consumption of electric 
power per inhabitant and per worker, that is, per worker in industry--as an 
indicator of the provision of electric power for labor (Table No 1). In 
order to ensure comparability in the dynamic of all these indicators in the 
table mentioned, the year 1960 was used as the base year. Analysis of these 
data shows several important aspects. 





*Nicolae Ceausescu, Speech at the Conference with Management Cadre in Indus- 
try, Construction, Transportation and Agriculture, 6 Mar 79, SCINTEIA, 
No 11,366, 8 Mar 79, p 3. 
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Table 1. Dynamic and Average Annual Rate of Growth of Electric Power 
Production and Consumption in Romania 
\<} 
Ritm mediu 
anual de 
” Vis 1960 1970 1975 1977 crestere in 
perkaudele 
respecuive 
Productia de mil kWh 7650 35 088 53 721 59 858 
energie electricd in %o 100.0 458,7 702,2 782.5 12.83 
in %p 1” 1531 lw6 7.95 
in 100 Mla | 335 
Consumul de mil kWh 6832 29 387 47157 35514 
energie electrica in I, 100 4Ww.i 690,2 4140 13.13 
in % 100 160,5 im2 955 
(5) in % 100 117.9 #b0 
Productia de kWh 416 1732 2529 2764 
energie electric’ in %, 100 416.3 607.9 ii lim 
pe lucuitor in % 190 146.0 i960 ot 
in % 1u0 Ce a 
Consumul de kWh a71 145) 2 220 2 368 
energie electric’ in %, 190. Wil 504.4 692.2 12,05 
pe locuitor (6) in %, 100 153.0 177.0 a0 
in % 100 15,7 7,55 
Consumul de kWh 4909 12 261 14599 15 WS 
energie electrica in % 100 2467 292.0 3145 6.95 
pe un muncitor in %, 100 113.3 wi 1.47 
din industrie (7) in %B 100 107,45 60 
Sursa : calculat pe baza datelor din Anuarul statistic a! Ro S. Romania, 197%, p. 4). 
179, 100 si 181. (9) 
Key: 
1. Unit of measure 
2. Average annual rate of growth in the respective periods 
3. Production of electric power 
4. Consumption of electric power 
5. Production of electric power per inhabitant 
6. Consumption of electric power per inhabitant 
7. Consumption of electric power per worker in industry 
8. Millions of kilowatt hours 
9. Source: calculated on the basis of data in ANUARUL STATISTIC 


AL RSR, 1978 [Statistical Yearbook of the RSR, 1978], 
pp 45, 179, 180, 181. 


For instance, in the period analyzed the total production of electric power 
increased 7.82 times, registering an average annual rate of 12.85 percent; 
this rate is higher than the rate of growth of the nitional income (9.25 
percent) and the rate of growth of industry overall (12.75 percent) for 
this period; I shall come back to this problem and in particular to the 
problem of the relationship between the consumption of energy and the 
growth of the national income. Similar conclusions can be drawn if an 
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analysis is made of the evolution of electric power production over longer 
periods. 


It should be noted that the total consumption of electric power has in- 
creased at a faster rate than that registered by total energy production; 
this is reflected correspondingly in the indicator of electric power con- 
sumption per inhabitant compared with electric power production per inhabi- 
tant. The more rapid growth in electric power consumption is due to a 
great extent to the efforts made to provide electric power for the entire 
economy and to provide the bases for creation of a modern industry and de- 
velopment in particular of the metallurgical, chemical, machine building 
and construction materials industries--all of which are characterized by 
high consumption of primary energy--as well as an increase in the standard 
of living of the people. The true effect of all these measures, the con- 
sumption of energy per inhabitant, which in 1950 in Romania was only about 
60 percent of the world average, was that in 1971 this world average was 
equalled in Romania and in 1974 it should be surpassed. Undoubtedly, how- 
ever, this growth at the same time reflects the existence, especially in 
industry, of significant reserves for conserving electric power. They con- 
sist primarily of the continuingly higher energy consumptions for realiza- 
tion of a unit of national income when compared with other industrially de- 
veloped nations, the losses of electric power in the transport and distribu- 
tion systems, the incomplete utilization of secondary energy resources, and 
also the existence in some cases of forms of waste. 


Analysis of the evolution of electric power production and consumption in 
the last decade shows significant changes of a qualitative nature in the 
sense of an accentuated decrease in the rates of growth of such production 
and consumption. For instance, compared with 1970, the production of elec- 
tric power in 1977 increased 1.71 times (reflecting an average annual rate 
of 7.97 percent), while electric power consumption increased 1.89 times (an 
average annual rate of 9.55 percent), with these levels being reflected in 
a corresponding manner in the production and consumption of electric power 
per inhabitant and in the consumption of electric power per employee or 
worker in industry. At the same time, it should be mentioned that although 
the rate of growth of electric power consumption for the overall national 
economy was below the average annual rate of growth of the national income 
(10.8 percent) and industrial production (12.7 percent), it continued to be 
higher than the rate of growth of electric power production because of the 
reasons previously mentioned. 


The trend toward a reduction in average annual rates of growth of electric 
power production and consumption is being accentuated in this Five-Year Plan 
period and in the future as a result of the measures and programs initiated 
by the leadership of the party for economic and superior utilization of 
energy and increased effectiveness in the utilization of energy so that the 
increases in national income and production will be realized with a lower 
consumption of energy than in the previous periods. At the same time, on 
the basis of this trend, emphasis is being placed on modernization of the 








structure of the economy and on priority development of the processing 
branches in which specific consumption of primary energy is lower. In 
spite of this, it cannot be said that all the possibilities have been 
exhausted for reducing energy consumption, especially since in this coun- 
try we are using a greater quantity of conventional fuel compared with 
the industrially developed states. In proceeding from this situation, 
decisive measures must be taken on a continuing basis to find the solu- 
tions necessary for reducing energy consumptions. Among these are the 
following: restructuring of the production of the different industrial 
branches; orientation in the future toward production sectors which are 
advantageous from the standpoint of fuel and energy consumption; develop- 
ment of special programs designed to eliminate waste of any kind, to en- 
sure recovery of energy resources, to bring about continued modernization 
of equipments and installations, improvement of technologies, etc. 


With the Present Level of Electric Power Available--An Appreciable Increase 
in Productivity 


The increase in the production of electric power has ensured an increase 

in the electric power available for work. Under these conditions, an essen- 
tial requirement is to achieve intensive utilization of machinery and equip- 
ment, implementation within this framework of any possibilities for improve- 
ment in the qualitative results in activity, prevention of any waste, and 
prevention of unwise use of energy and electric power. 


With this in mind, let us examine how labor productivity has evolved in 
comparison with equipment and energy endowment (Table No 2). 


a) An analysis over a relatively long period of time (1955-1977) of the 
corre!ation mentioned shows, for all branches, a trend toward a more rapid 
increase in the endowment of work with electric power than the growth of 
labor productivity. From this point of view, the data show us the existence 
of some specific high energy consumptions for realization of a certain in- 
crease in labor productivity. Additionally, under the present conditions 
when our economy is going through a period of continued modernization, a 
period of a continued decisive offensive for a new, superior quality in all 
levels, the increase in the effectiveness of all activities is conditioned 
directly by reduction in energy and fuel consumptions. 


For instance, in the period 1955-1977, in industry the fixed funds per 
person employed increased at an average annual rate of 5.9 percent, the 
consumption of electric power at a rate of 7.48 percent, and labor produc- 
tivity per person employed at a rate of 7.62 percent (calculated as a per- 
centage relationship between the dynamic of net production and the dynamic 
of population employed). Similar trends are also found in the transporta- 
tion and telecommunications branch, as well as in the overall national 
economy, with mention that the differences were more visible. For example, 
in transportation and telecommunications, during the same period the in- 
crease in fixed funds per person employed was 2.08 times, with an average 
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annual rate of 3.40 percent, the increase in electric power consumption was 
9.01 times (an average annual rate of 10.50 percent), while the increase 

in labor productivity per person employed was 3.536 times (an average annual 
rate of 5.90 percent). 


Table 2. Correlation Between the Dynamic of the Endowment of Work With 
Fixed Funds and Energy and the Dynamic of Labor Productivity 
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Average annual rate of growth 

Total national economy 

Fixed funds per person employed 

Consumption of electric power per person employed 

Labor productivity per person employed 

Industry 

Fixed funds per person employed 

Consumption of electric power per person employed 

Labor productivity per person employed 

Labor productivity per person employed in industry 

Source: calculated on the basis of data from ANUARUL STATISTIC 
AL RSR, 1978 [Statistical Yearbook of the RSR, 1978), 
pp 83-86, 90-93, 96, 105, 179; labor productivity per 
person employed was determined as a percentage relation- 
ship between the dynamic of the national income (net 
production) and the dynamic of the population employed 
in each branch. 
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In respect to the construction and agriculture branches, the results mea- 
sured through labor productivity reflect only to a very slight degree the 
efforts made to provide these branches with fixed funds and electric power, 
thus proving that in these branches the equipments and machinery are used 
far below production capacity; in this respect, however, there are reserves 
in all branches of the economy. 


b) Beginning with the 1971-1975 Five-Year Plan, we find some improvement in 
the sense of a reduction in the intensity of growth of electric power con- 
sumption and the growth of the overall national economy, with the evolution 
of this consumption being outstripped by the dynamic of the endowment of 
work with fixed funds and the dynamic of productivity. At the same time, 
from study of the evolution of the correlation mentioned it can also be 
seen that in industry and in the overall national economy labor productiv- 
ity per person employed increased more rapidly than the increase in fixed 
funds and faster than the increase in electric power consumption per person 
employed. For instance, in industry, during the period mentioned, the 
average annual rate of growth of labor productivity per person employed 

was 6.65 percent, the average annual rate of growth of endowment of work 
with fixed funds was 6.45 percent, and the average annual rate of growth 

of electric power consumption per person employed was 4 percent. 


At the same time, it also should be mentioned that in agriculture, transpor- 
tation and telecommunications the average annual rate of growth of electric 
power consumption per person employed remained higher than the average 
annual rates of growth of fixed funds and labor productivity per person 
employed, even showing a trend toward being higher than in preceding peri- 
ods. 


The data presented indeed do show that overall better qualitative results 
than in previous periods have been achieved in the program for increasing 
labor productivity and utilization of the existing technical-energy poten- 
tial; at the same time, it is obvious that there are still significant re- 
serves in all branches of the economy for increasing effectiveness, espe- 
cially in the sphere of production, management of fixed funds, and utiliza- 
tion of electric power. I shall come back to these problems in a future 
issue of the magazine. 


[6 Apr 79 pp 5-6, 9] 


The fundamental strategic orientation in national energy policy concerning 
problems connected with conservation of energy resources, reduction of 
energy consumption, and conservation of energy in all its forms and modal- 
ities has been concretized in a reduction in the rate of growth of energy 
consumption in relation to overall economic growth. However, as pointed 
out in the first part of the article, this reduction, although significant, 
is far below the level of the possibilities and far below the extensive 
reserves which exist in the different sectors in which energy is produced 
and consumed; more significantly, this reduction is still far below the 





requirements of the economy and far below the needs for achieving eco- 
nomic growth with the lowest possible energy consumption. 


An Essential Imperative--More Rapid Growth of the National Income Compared 
With Energy Consumption 


Let us discuss more fully one indicator which gives us an overall picture 
of the phenomenon which we are investigating, that is, the evolution of the 
relationship between the consumption of electric power and the national in- 
come for the overall national economy and for its principal branches. 
Analysis of the data shown in Table No 3 confirms the conclusions already 
reached in the sense that for the overall period 1955-1977 the rate of 
growth of electric power consumption in all branches of the economy out- 
stripped the rate of growth of the national income, with the sole exception 
being for industry in 1977 when the dynamic of net production slightly 
outstripped the dynamic of electric power consumption. 


It can be seen that more obvious gaps between the rates of growth of the 

two indicators existed in construction, transportation and telecommunica- 
tions branches, and in agriculture in particular, which was above the 
average realized for the overall national economy. In the period which I 

am analyzing the index for the rate of growth of electric power consumption 
outstripping the rate of growth of the national income was 0.982 in indus- 
try, 1.555 in construction, 1.505 in transportation and telecommunications, 
11.429 in agriculture, and 1.462 for the overall economy. The basis for 
this situation is the existence of some high specific consumptions of elec- 
tric power caused by relatively poor efficiency of some equipment, installa- 
tions and technologies, high technological consumptions in electric power 
plants, and losses of electric power in transportation-distribution systems. 
A significant proportion of this was due to continued fabrication of products 
with a significant energy composition and products which require a high 
energy consumption in order to produce them, as well as the existence, in 
some cases, of some forms of waste, etc. 


The measures taken in the last decade, especially beginning with the year 
1971, for conserving energy exercised a braking role on consumptions; as a 
result, in some branches of industry heavy users of electric power regis- 
tered growth at slower rates in electric power consumption when compared 
with the growth of net production and the volume of industrial production. 
Under these conditions, for industry overall the average annual rate of 
growth of electric power consumption in the period 1971-1977 was 9.95 per- 
cent (compared with 13.77 percent in the period 1955-1970), while the 
average annual rate of growth of net production was much higher--12.8 per- 
cent (compared with 12.6 percent). In this way, the index for the outstrip- 
ping of the average annual rate of growth of net production by the average 
annual rate of growth of electric power consumption dropped appreciably in 
this particular branch, reaching a value of 0.777 (compared with 1.088). 


The average annual rate of growth of electric power consumption also dropped 
appreciably in the construction industry (to 8.85 percent in the period 











1971-1977 compared with 19.45 percent in the period 1955-1970), thus drop- 
ping below the rate of growth of net production; as a result of these 
measures, the outstripping index between the two average annual rates of 
growth dropped in the period analyzed to 0.995 (compared with 1.818). 


Table 3. Dynamic and Average Annual Rate of Growth of the National In- 
come (1), the Consumption of Electric Power (2), and the Relation- 
ship Between Them (2:1) by Branches of the National Econony 





























_ = ~~ = qa) mean « efusl @ 
—_ ine =e wm. um =) 7 = a — 
Tra +: stig (2 ‘ i) m2 41 «mn m 7 ce ane a 
} 2 5 ™. 702 om? as i.) ua ae “ 
) 2:8 i 7 7) Tr) re) ae3 ian i“ one 
A Ow (3 1 Wm we 1108 :™ - 23a 12.65 128 : 
| “es ow. im i jon 6 im? m0 ee | a 
a: om im io mm om eax? io © oe: ant 
“wrmet (h) ' . Lal 12 130 bas -02 a on 
2) m4 ima smc $ua3 =? aes *2 0 ie 55 
r aa! ee ues nm am te wa 7 nam oat 
oon = (3) : ues ms im iow? mae mia ue “uo “om 
. Sed 2:3 a 2 2 1 1.128 hese Sm ina 
Bre Aetee : calevlat statintc ol KS Romania, 102, p Ot git (6) 
y et 8 * tH 


Key: 

l. Average annual rate of growth 

2. Total economy 

3. Industry 

4. Agriculture 

5. Transportation and telecommunications 

6. Source of data: calculated according to ANUARUL STATISTIC AL RSR, 
1978 [Statistical Yearbook of the RSR, 1978), 
pp 90, 93, 179 

7. *) Agriculture and forestry 


In transportation and telecommunications and especially in agriculture high 
rates of growth in electric power consumption continued during this period 
also, and these rates of growth outstripped the rate of growth of net pro- 
duction in these branches. 


This entire evolution, which has as its basis the decisive actions of maxi- 
mum importance initiated by the leadership of the party for better correla- 
tion of electric power consumption in the national economy with the rate of 
growth of the social product and the national income, brought about a de- 
crease in the average annual rate of growth of electric power consumption 
for the economy overall to 9.55 percent in the period 1971-1977, compared 
to 14.47 percent in the period 1955-1970, concommitant with a more rapid 
growth of the national income (10.8 percent compared to 7.90 percent). As 
a consequence of this fact, the index reflecting the outstripping of the 
rate of growth of the national income by the rate of growth of electric 
power consumption dropped below one (0.884). 











The evoluticn of electric power consumption per 1 million lei of national 
income and per 1 million lei of industrial production is shown in Table 
No 4. There are processes and evolutions which show even more the ample 
possibilities which exist in the economy for energy conservation so that 
the rate of economic growth will greatly surpass the rate of growth of 
electric power consumption. 


Benchmarks Concerning the Dimensions of Energy Conservation Actions 


Correlated analysis of the evolution of electric power consumption and the 
growth of the national income (or the growth of industrial production) in 
industry, in other branches, and in the national economy overall show that 
compared with the previous period, after 1965 and in particular beginning 
with the 1971-1975 Five-Year Plan period, there was a reduction in electric 
power consumption per 1 million lei of national income (or industrial produc- 
tion). The direct result of this process is reflected in the growth of the 
National income and indvstrial production at more rapid rates compared to 
the growth of electric power consumption, thus creating the premises for 
more rapid economic progress in Romania and uninterrupted improvement of 
the standard of living of the people. The major interests of the national 
economy require in the future an increase in production and an increase in 
national income to be accompanied, however, by an even lower consumption 

of electric power. 


Table 4. Dynamic of the Electric Power Consumption per 1 Million Lei of 
National Income and per 1 Million Lei of Industrial Production 
in Romania 





Dynamic in % 

1970 1977 1977 

1955 1955 1970 
Electric power consumption 
per 1 million lei of 
national income 243.6 226.4 98... 
Electric power consumption 
per 1 million lei of 
industrial production 125.6 99.4 90.7 


Source of datz: calculated on the basis of data in the “Speech of Comrade 
Nicolae Ceausescu at the Congress of County, Municipal, City and Communal 

People's Councils, 4 Feb 76," Political Publishing House, 1976, p 24, and 

"Statistical Yearbook of the RSR, 1978," pp 87, 179. 


From the analysis undertaken it can be seen that in all branches of the 
economy there exist great possibilities in the field of more efficient 
utilization of energy. These consist primarily of extensive promotion of 
technical progress so as to ensure more rational use of electric power 
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through improvement and modernization of technological processes and dif- 
ferent equipments and replacement of aggregates and technologies which use 
excessive energy; increasing the efficiency of equipments, installations 
and technologies; continued reexamination of requirements for the prin- 
cipal energy-intc:..ive products; limitation and replacement of products 
with a significant energy composition and products which imply high energy 
consumptions; recovery and full utilization of secondary resources; elimi- 
nation of waste of any kind, etc. These reserves and possibilities can be 
understood to a much greater extent if we examine the phenomenon in com- 
parison with the situation existing in industrially developed nations. A 
first finding is as follows: owing to the consumption levels realized in 
Romania, in order to realize the same value units of industrial production 
twice as much conventional fuel was used in 1977 as in France and Sweden, 
and in the chemical industry about four times as much. If we extend the 
analysis to the entire national economy, we see that in 1975 in our coun- 
try the consumption of energy calculated per 1,000 dollars of national in- 
come was about 3,000 kilograms of conventional fuel, while in Czechoslovakia 
it was 1,930 kilograms of conventional fuel, in Sweden 1,260 kilograms of 
conventional fuel, in Italy 1,230 kilograms of conventional fuel, and in 
the FRG 1,200 kilograms of conventional fuel.* Naturally, these figures are 
specific to each economy and accordingly reflect the specific character- 
istics of climate, economic structure, historic stage of development, way 
of living, etc., and standard models are impossible to have. Consideration 
must also be given to some differences in respect to the methodology for 
calculating the national income. However, it is no less true that the 
respective differences indicate that we are lagging in this field and that 
there are still significant possibilities for continued reduction of our 
energy consumptions. 


In referring to this problem and in drawing attention to the fact that ow- 
ing to unjustified energy consumptions in order to realize a unit of na- 
tional income a much greater quantity of conventional fuel is used in this 
country when compared with the industrially developed countries, Comrade 
Nicolae Ceausescu pointed out in his speech at the first congress of work- 
ers councils in July 1977: “This situation must be put an end to as rapidly 
as possible and measures must be taken to reduce technological consumptions 
and losses of electric power in transport and distribution systems, to 
achieve fullest possible utilization of secondary resources, and to elimi- 
nate any forms of waste. We must do everything possible to achieve the 
most economic possible use of resources and to ensure the base necessary 
for development of our economy at an intensive rate.” 


The judgment of the secretary general of the party in respect to the fact 
that there exists in our country a lack of agreement between the growth of 
the national income and the growth of energy consumption was the starting 
point for a basic reconsideration in respect to the most rational possible 





*See ORGANISATION DE COOPERATION ET DE DEVELOPMENT ECONOMIQUES [The Organi- 
zation of Economic Cooperation and Development), International Agency for 
Energy and Energy Conservation, 1976 











utilization of available energy resources. Under the present conditions, 
when the Romanian economy is going through a period of continued moderniza- 
tion, a period of decisive offensive for a new quality at all leveis, the 
growth of efficiency in all activities is directly conditioned by reduc- 
tion of specific energy consumptions. This is why, at the conference with 
management cadre in industry, construction, transportation and agricul- 
ture, the secretary general of the party, Comrade Nicolae Ceausescu, again 
pointed out the necessity for all economic ministries, industrial centrals 
and industrial enterprises to analyze the problem of fuel and energy with 
special seriousness and responsibility to find efficient solutions for re- 
ducing energy consumption levels. These solutions and measures must be 
concretizec in special, current programs designed to eliminate waste of 
any kind, to ensure recovery of all energy resources with a view toward 
reduction of energy consumptions. At the same time, our economy has, in 
this respect, a long range plan developed within a unitary conception so 
that in the next 10-15 years we will be able to obtain indicators in this 
sector of activity which are comparable with those in advanced countries. 
In accordance with this program, for the period 1976-1990 there is to be 
an increase of 2.3-2.4 times in the production of electric power and an 
increase of 2.5-3.0 times in the national income; these are undoubtedly 
eloquent figures in respect to increasing the efficiency of energy use. 
Toward this goal, the policy guidance of the program developed, guidance 
which is designed to provide the energy necessary in fulure decades, iu- 
volves the following in particular: development of our own base of raw 
materials and energy resources; orientation toward preponderant utiliza- 
tion of inexhaustible and inferior energy resources; promotion of new 
energy sources which can be regenerated; reorientation of general economic 
activities toward realization of superior results with the lowest possible 
energy consumption through superior utilization and conservation of energy 
resources. 
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MACEDONIAN WORKERS COMPLAIN OF INEQUITIES IN EMPLOYMENT 
Belgrade BORBA in Serbo-Croatian 21 Jul 79 p 2 


[Excerpts] Judging from complaints which workers, even during the summer 
vacation period, send to the governing council of the Macedonian Trade 
Union Federation, self-managment relations have not yet been adequately 
put into practice, at least when it is a question of employment and jobs. 


Those who are unemployed are asking for priority in employment, stressing 
in this regard their social and material position and long wait for work. 
These are primarily people with a completed secondary school education, 

as well as skilled and unskilled workers, most of whom are women. They are 
asking the trade union council and its organs to intervene, pointing out that 
such intervention is necessary because organizations of associated labor and 
work communities do not apply, or else violate, the criteria set forth in 
social agreements on employment. In these areas, in fact, friendship or 
kinship is more important, when it is a question of jobs for new workers, 
and this evokes strong protests from those who are next “in line” and have 
been waiting years for work. 


Workers who have returned from temporary work abroad also complain. Their 
absence has made it more difficult for them to get a job, because they 
have not been on the employment bureau lists. The completely unacceptable 
concept prevails in work organizations and employment bureaus that these 
workers have earned quite a bit of money and do not have the right to be 
employed quickly. The trade union council strongly objects to such an 
opinion. 


Seasonal workers, laregly in agriculture and construction, also complain and 
ask the trade unions to help them get steady work. They point out that they 
have been working temporarily for years, even in the same organizations, but 
have not succeeded in establishing a steady work relationship although these 
organizations accept new workers on a full-time basis to do the same work 
these “seasonal” workers have been doing for years. 


Again the question of family members or friends--i.e. contacts--arises. 





Of 496 complaints received [time period not specified] dealing with viola- 
tions of self-management rights of workers, most (317 or 63.9 percent) 
dealt with inequalities in the area of employment. Workers also complain 
of numerous problems with which they are faced in achieving their self- 
management rights: that their job has been illegally eliminated, they have 
been relegated to other lower jobs, their income has been reduced without 
a self-management decision being made, their vacation period shortened 
because of job obligations, etc. 


One fact is clear from all complaints which are directed to the highest 
trade union body in Macedonia: these workers cannot get a solution in their 
own areas, i.e., self-management relations are inadequately developed in 
these areas. 
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BRIEFS 


NEW PORT FOR WOOD--The first Yugoslav port specializing in handling wood and 
wood products in Raski Bay near Labin [Istria] will be operational by the 
beginning of September. By then the wharf and the 700,000 square meters of 
covered and open storage area will be ready. In the second stage of construc- 
tion the port, which is called Brsica, will build storage and plants on an 
additional 2.3 million square meters. [Text] [Belgrade PRIVREDNI PRECGLED 

in Serbo-Croatian 25 Jul 79 p 11] 


CHEMICAL INDUSTRY ESTIMATES--In 1979 there will be reserves of 20,000 tons 

of nitrogen, 40,000 tons of phosphorous, 50,000 tons of potassium, and 

200,000 tons of natural phosphates. Nitrogen production is expected to be 
430,000 tons this year, and phosphorous, 280,000 tons; while potassium and 
natural phosphorous are being imported. Consumption of nitrogen in 1979 is 
estimated at 516,000 tons, phosphorous 229,000 tons, potassium 450,000 tons, 
and natural phosphates 1,130,000 tons. In addition, 60,000 tons of nitrogen 
are expected to be exported, as well as 140,000 tons of phosphorous. In 

1980 planned production of nitrogen is 460,000 tons, and phosphorous 400,000 
tons, while potassium and natural phosphates will continue to be imported. 
This year 550,000 tons of nitrogen, 270,000 tons of phosphorous, 410,000 

tons of potassium, and 1, 300,000 tons of natural phosphates are expected to 

be consumed. At the same time, 60,000 tons of nitrogen and 150,000 tons of 
phosphates will be exported. There will be a shortage this year of about 18,000 
tons of sodium tripolyphosphate which has arisen because of the frequent lack 
during the year of materials needed for its production. [Excerpts] [Belgrade 
PRIVREDNI PREGLED in Serbo-Croatian 26 Jul 79 p 8] 


ANIMAL FEED PRODUCTION--Next year the animal feed industry will produce about 
3.5 million tons of feed for poultry, pigs, and cattle, or over 100,000 

tons more than is expected to be produced this year. Most of this, over 

i.3 million tons, will be used for pigs. Cattle will consume about 880,000 
tons or 22 percent of the planned production in 1980. [Excerpts] [Belgrade 
PRIVREDNI PREGLED in Serbo-Croatian 1 Aug 79 p 1] 


NEW KOSOVO PROJECTS--Large industrial capacities are expected to be built in 
the coming period in Istok Opstina which has 48,000 inhabitants, only 2,093 
persons employed, and an average per-capita income of 3,800 dinars. A mine, 








where large coal reserves have been uncovered, w'll be opened near the village 
of Tucep. A development program has also been drawn up, in agreement with 
representatives of the "Kosovo" Combine and Klina Opstina, which is expected 
to be realized soon. Construction of an aluminum foil factory will also 
create more employment opportunities and bring about faster development of 
this opstina. [Excerpts] [Pristina JEDINSTVO in Serbo-Croatian 17 Jul 79 

p 6] 


PRIZREN-FRG PLANT COOPERATION--The "Metalac™ metal industry plant in Prizren 
will soon begin building the only factory in the country producing equipment 
[unspecified] for protecting the environment. For this first factory of its 
kind in the country 300 million dinars will be invested and 700 workers 
employed. It will operate in cooperation with a West German firn. 
[Excerpts] [Belgrade BORBA in Serbo-Croatian 31 Jul 79 p 7] 


AID TO UNDERDEVELOPED AREAS--In this medium-term plan period %4,289,000,000 
dinars were collected [thus far] in the federal fund for stimulating 

economic development: of this amount, Bosnia-Hercegovina received 10,501,000,000 
dinars, Montenegro 3,717,000,000 dinars, Macedonia 7,438,000,000 dinars, and 
Kosovo 12,632,000,000 dinars. From various other sources, especially 

domestic and foreign loans, an additional 19,959,000,000 dinars were collected, 
as well as 18,815,000,000 dinars for stimulating the development of social 
sectors. Despite this, the social product, as one of the basic indicators of 
the level of development in underdeveloped republics and Kosovo, has lagged 
not only behind the plan but in Kosovo it has been even less than half of 

the Yugoslav average. According to the social plan, these areas should 
develop 20 to 25 percent faster than the Yugoslav average: Sosnia-Hercegovina 
developed about 8 percent faster, Montenegro 28 percent faster, and Macedonia 
li2 percent faster, while Kosovo fell to one-half that of the Yugoslav average, 
instead of being 60 percent above the average [as planned]. [Excerpts] 
(Belgrade KOMUNIST in Serbo-Croatian 27 Jul 79 p 4] 


GOOD OIL CROP HARVEST--This year's harvest of sunflower, rape, and soybean, 
will be larger than ever. It is expected that oil from these crops will 
exceed domestic needs. Total production of these three crops will be 

785,000 tons, or about 20 percent more than last year; about 640,000 tons 
of sunflower is expected to be harvested. However, oil-processing factories 
lack about | billion dinars to pay for these crops. Namely, rediscount 
credits were granted last year on the basis of sale and producer prices, but 
now they are based on a protective price which is one dinar-per-kilogram 
lower. [Excerpts] [Belgrade PRIVREDNI PREGLED in Serbo-Croatian 1 Aug 79 


p i) 


KOSOVO EMPLOYMENT IN 1978--last year 9,270 new workers were employed in 
Kosovo Province of the 10,000 planned, which is only 0.6 percent below the 
plan. Compared to 1977, employment increased in all sectors, but most of 
all in industry and mining. The number of those employed in sociopolitical 
organizations and communities declined by 6 percent. Nevertheless, unemploy- 
ment is quite marked, especially because of the more than 36,000 young 
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persons seeking workfor the first time. Work organizations reported to 
employment bureaus 23,970 vacant jobs, which is 4,790 more than in 1977; of 
these 13,656 were filled. Organizations of associated work also employed 
1,320 trainees [with advanced education] (730 in industry and 270 in non- 
economic sectors). But 31.7 percent of the jobs available for [such] 
professional personnel were not filled. [Excerpts] [Pristina JEDINSTVO in 
Serbo-Croatian 28 Jul 79 p 3) 


GAS LINE CONSTRUCTION--Construction of a gasline from Batajnica to Paracin 
will begin on 1 September 1979, will cost 1.67 billion dinars and be built 
by the “Butan-gas" work organization in Belgrade. The main line will be 
190 kilometers long, the length of the branch line, 160 kilometers, and the 
city network, 90 kilometers. It is expected that the entire line through 
this part of Serbia will be completed by the end of 1981, but several work 
orgarizations in Belgrade, Svetozarevo, Paracin, and Kraljevo will receive 
gas from it as soon as next year. Funds have been provided from 12 work 
organizations in Belgrade, 10 organizations in other cities, from the 
sociopolitical communities of, Serbia and Vojvodina, and the International 
Bank has provided $22 million in credits. [Excerpts] [Belgrade BORBA in 
Serbo-Croatian 1 Aug 79 p 14] 


OPENING OF LIGNITE MINE--On 3 August the first tons of coal were mined from 
the Tamnavski mine near Lazarevac for the Obrenovac thermoelectric power 
plant. This lignite surface mine, the largest in Yugoslavia, is the result 
of 2 years of preparatory work and an investment of 2.5 billion dinars to 
remove 7.5 million cubic meters of overburden, and pump out 7 million cubic 
meters of underground water. Now the eastern field (15 square kilometers), 
practically speaking, is opened and will produce coal for the next 25 years 
from its 225 million tons of lignite reserves. The western field is some- 
what larger, and production from both fields is expected to last to the 
year 2007. This year it is possible for the mine to produce 500,000 tons 
of coal, and next year 3 million tons. By 1982 the eastern field could 
achieve full capacity, producing about 9 million tons. The western field, 
when opened, [as planned], by 1985, could achieve an annual capacity of 

22 million tons. The caloric value is about 1,700 calories, but, with drying, 
it can amount to about 3,500 calories. [Excerpt] [Belgrade BORBA in Serbo- 
Croatin 4 Aug 79 p 1) 
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